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IAS 33: Earnings Per Share 


ISSUE OF SHARES AT FULL MARKET PRICE 
BONUS ISSUE OF SHARES 
RIGHT ISSUE OF SHARES 
RIGHT ISSUE OF SHARES 
SHARE CONSOLIDATION (REVERSE SHARE en 


PARTLY PAID ORDINARY SHARES 


LO 11 EARNING PER SHARE AS A PERFORMANCE MEASURE 
LO 12 PRESENTATION AND DISCLOSURE 
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INTRODUCTION OF EARNINGS PER SHARE 


1.2 


TAS Ms FARNINGS PER SHARE 


INTERNATIONAL ACCOUNTING STANDARD 33 
ETO AL LUA TNG STANDARD 33 
EARNINGS PER SHARE 


Earnings per share 


Eamings are profits available for equity (ordinary shareholders). 
Earnings ` 


° Eamings attributable to ordinary shareholders usually means protit ater tax less 
preference dividend. 


If prefereice dividend is cumulative, such dividend for the period need to be 
taken into account irrespective of whether declared or not. 


If preference dividend is non-cumulative, such dividend for the period need to be 
taken into account only for the amount of dividend declared for the period, 


° In case of consolidated financial Statements, share of profit of non-controlling 
interest is also excluded. 


Earnings from discontinued Operations are dealt with separately. An EPS trom 
any discontinued operations must also be disclosed, but this does not have to be 
disclosed on the face of the statement of Profit or loss, Instead, it may be shown 
in a note to the financial statements. 

Usefulness of EPS as financial information 


EPS is an important component of determining an entity's P/E ratio ie. calculated as 
market value per share divided by earnings per share. P/E ratio is often used by investor 
in making stock market decisions. The reliable EPS means reliable PÆ ratio leading to 
better and informed decisions by investors. 

Investors and their advisers pay close attention to an entity’s net protit for the period, 
However, profit for the period can include large and unusual items and also the results of 
discontinued operations. This may make it volatile ie. liable to fluctuate rapidly up and 
down. Users can then find it difficult to assess trends in the profit figure or to use the 
current year’s profit to predict an entity's performance in future years, 

The trend (improvement or deterioration) in an entity’s published EPS figure can 


sometimes be a more reliable indicator of future performance, There are a number of 
reasons for this. i 


°. The standard version of both basic and diluted EPS is based on profit trom ` 
continuing operations. This means that the results of discontinued operations 
(which may distort total profit) are excluded. 


e An entity may also choose to present one or more alternative Versions of EPS, 
These normally exclude large or unusual items so that EPS is based on ‘normal’ 
recurring earnings. 

° EPS measures an entity’s performance from the viewpoint of investors, It shows 
the amount of eamings available to each ordinary shareholder. This means that 
EPS takes the effect of preference dividends (if any) into account. It also takes 
share issues into account. 


. Diluted EPS can provide an ‘early warning’ of any changes to an investor's 
potential return on their investment due to future share issues. 
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IAS 33: EARNIN 3S 


CHAPTER-OS 


Limitations of EPS E E 

EPS is probably the single most important indicator of an entity's Performa : 

very useful measure when it is used as the starting point for a more detaileg xian | 
2 a 

entity`s performance. 

However, EPS can have serious limitations; 

Not all entities use the same accounting policies. It may not always he = 

make meaningful comparisons between the EPS of different entities, © bley, 


Š EPS does not take account of inflation, so that growth in EPS over time Migh 
à hth, 


misleading. 
EPS measures an entity’s profitability, but this is only part of an entit *S oy 
performance. An entity's cash flow can be just as important as its Profi era! 
more essential to its immediate survival). Changes in the value of assets then 
gains) can also be an important part of performance for some entities. my 
Diluted EPS is often described as an ‘early warning’ to investors that the iet 
on their investment may fall sometime in the future. However, diluted 
based on current earnings, not forecast earnings. This means that it may not be. 
reliable predictor of future EPS. a 
One of the main problems with EPS can be the way that it is used by investors and others 
Users often rely on EPS as the main or only measure of an entity’s Performance 
Management know this and try to make EPS appear as high as possible. They ma, 
attempt to manipulate the figure by using ‘creative accounting’. They may also maj. 
decisions which increase EPS in the short term but which damage the entity in the longer 
term. g 
1.3 Basic and diluted earnings per share 
IAS 33 requires entities to calculate: ; 
° the basic earnings per share on its continuing operations 
. the diluted earings per share on its continuing operations. 
Additional requirements apply to earnings relating to discontinued operations, 
Diluted EPS and basic EPS will usually differ when there are potential ordinary shares in 
existence. 
Loss 
When there is a net loss, total earnings, and therefore, the EPS are negative. 
1.4 Scope of IAS 33 
IAS 33 applies only to publicly-traded entities or those which are about tobe publicly 


traded. A publicly-traded entity is an entity whose shares are traded on a stock exchange. 
Consolidation f 


Most publicly-traded entities Prepare consolidated financial Statements as wėll as 
individual financial Statements, When this is the case, IAS 33 requires disclosure only of 
EPS based on the figures in the consolidated financial statements. 

1.5 Basic EPS i . 


t 
is, 
fa, 


Um, 
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CHAPTER-08 JAS 33: EARNINGS PER SHARE 


Formula: Basic EPS 


Net profit (or loss) attributable to ordinary shareholders during a period 


weighted average number of shares in issuc during the period 


As you can see above IAS 33 gives guidance on: 


° the earnings figure that must be used being the net profit (or loss) attributable to 
ordinary shareholders during a period (commonly referred to as total earnings); 
and 

° the number of shares to be used in the calculation being the weighted averag, 


number of shares in issue during the period. Changes in share capital during z 
period must be taken into account in arriving at this number. [AS 33 provides 
guidance on how to do this. 


Example 
In the year ended 31 December Year 1, Entity G made profit after tax of Rs 1.5 million. 
Entity G had 10 million ordinary shares in issue throughout the year. 
Required: 
Calculate earnings per share. 


Solution 
N : Earnings attributable to ordinary shareholders 
Earnings per share = 
Number of ordinary shares 
1,500,000 5 
= | EN aN 
10,000,000 


= 0.15 per share 


LO2:_ TYPES OF SHARES — 
Ordinary share 


An ordinary share is an equity instrument that is subordinate to all other classes of equity 
“instruments, . : 


Preference shares and EPS. 

Preference shares are not ordinary shares. The interest of preference shareholders in the cornpany 
is . j - 

pre-defined as opposed to that of ordinary shareholders who have a residual interest in the 
company. Preference shares are excluded from the number of shares while calculating eamings 


per share. 
1. Redeemable and Irredeemable Preference shares 
There is a further variation with regard to preference shares; the shares may be: 
a redeemable; or f 
b. non-redeemable 
468 
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CHAPTER-08 TAS 33: EARNINGS PER sy 
R SHAR, 


Classification 
Redeemable (it is a liability) 


Dividend relating to that share is 
recognised as a finance cost in the 
statement of profit or loss. 


Such dividend is already 
deducted from the profit 
loss from continuin i 
operations and no 
adjustment need -e ; 
(Means it will be ignored 
- question) j . 
Such dividend Must be 
deducted from the profit aft 
tax to calculate eamings T 
attributable to ordinary 
shareholders ; 


Comparison of ordinary shares and preference shares 
a Irredeemable Preference Redeemable Pr 
is Variable — higher in a good | _. 
year, lower in a bad year Fixed per annum 


Receives the dividend 
before ordinary 
shareholders (therefore 
lower risk) 


Any dividend relating to that share 
is recognised in statement of 
changes in equity. 


Non-redeemable (it is like equity) 


eference 


Fixed per annum 


Receives the dividend 
before Irredeemable 
preference shareholders 
and ordinary shareholders 
(therefore lower risk) 
Repaid before (in 
preference to) 
Irredeemable preference 
shareholders and the 
ordinary shareholders 


Paid only if there are spare 
funds after the payment of 
preference dividend 


Dividend 
distribution 


Repaid before (in 
preference to) the ordinary 
shareholders 


The last to be repaid in a 
liquidation 


Liquidation 


Receive the right to vote on 
major decisions. Each 
ordinary share would 
attract one vote. 


Dividend — In equity (before ordinary | In financial charges in 
presentation ey dividend) - | income statement 


Amount of 
capital 
presentation 


No right to vote on 
company decisions. 


no right to vote on 
company decisions 


Voting rights 


In equity In equity In non-current liabilities 


Example-1 (Irredeemable Shares) 
In the year ended 31 December Year 1, Entity G made profit after tax of Rs 15 million. 


Entity G has 5% Preference Share Capital of Rs.5 million in issue. (The preference shares are 
Irredeemable), 


Entity G had Ordinary Share Capital of Rs. 100 million (Rs. 10 each) in issue throughout the year. 
Required 
Calculate profit attributable to ordinary shareholders and EPS. 
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IAS 33; EARNINGS PER SHARF 


CHAPTER-88 
Solution 
Rs (m) 
Profit after tax s 15 
(0.25) 


Less: Fixed preference dividends (irredeemahle) (Sx 5%) 


Earnings attributable to ordinary shareholders 


"44.75 


_ Earnings attributable to ordinary shareholders 


Eamings per Number of ordinary shares 
sa 14,750,000 
10,000,000 
= 1.475 per share 
Example-2 (Redeemable Shares) 


In the year ended 31 December Year 1, Entity G made profit after tax from continuing operations of 


Rs 82 million. 
Entity G has 1,000 12% Preference Shares of Rs. 10 each in issue (Preference shares are Redeemable) 


Entity G had Ordinary Share Capital of Rs. $0 million (Rs. 10 each) in issue throughout the year. 


Required 
Calculate profit attributable to ordinary shareholders and EPS, 


Solution 
z Rs (m) 
Profit after tax 82 
Less: Fixed preference dividends (irredeemable) (0) 
82 


Earnings attributable to ordinary shareholders 
As the shares are redeemable the dividend of preference shares is already deducted as finance cost while 


arriving at profit after tax of Rs.82 million. Thus ignored. 
Earnings attributable to ordinary shareholders 
Earnings perstiare i Number of ordinary shares 
82,000,000 
7 "5,000,000 
= 16.4 per share j 
Example-3 


Ali Company provides you the following information for year 2016: 


Dividend on redeemable preference shares 
Dividend on irredeemable preference shares 
Dividend on ordinary Shares 
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IAS 33: EARNINGS PER 5h i 
: È 


CHAPTER-08 


Following shares are in Issue: 
Number of ordinary shares m issue 1s Da l 
Number of redeemable preference 


shares in issue 
able preference shares in issue 


Number of irredeem 


Required 
Calculate earnings per share. 
Solution 
Rs (m) 
150 


fit after tax ; : 
ee Fixed preference dividend — 
Earnings attributable to ordinary ai ers | = 
Earnings attributable to ordinary shareholders 


Earnings per share a Number of ordinary shares 
=Rs. 5.4 per share - 
Note: 3 
Interest on loan and dividend on redeemable shares has already been deducted from profit after 


tax of Rs. 150 million. * 
Dividend on ordinary shares will be given out of attributable profits for ordinary shares holders, 


umulative and Non-Cumulative Preference Shares 


2. C 


This means that if company fails to declare a preference dividend ina 
period the holders are entitled to receive the missed dividend sometime 


in future 
The dividend must be deducted from profit or loss re 


the dividend has been declared or not. 


Cumulative 


gardless of whether 


Example: (Cumulative Preference Shares) 
In the year ended 31 December Year 1, Enti 


Rs.3,500,000. 
Entity G has Rs.1,000,000 10% preference share capital in issue which is cumulative. (This would entitle 


investors to receive a dividend of Rs.100,000 (10% of Rs.1,000,00 ivi i i 
current year for preference share capital. i ia —— — 
Entity G had 1 million ordinary shares in issue throughout the year. 


ty G made profit after tax from continuing operations of 


Required 
Calculate earnings per share. 
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CHAPTLEIGOK IAS 33; EARNINGS PER SHARE 


Soluthons 
Entlty G's basle EPS for the year ended 31 December Year | ls calculated as follows: 


EPS = Net profit(or loss) attributable to ordinary sharcholders during a perlod 
Welghtod average number of shares In Issue diring the perlod 


"a Rs. 3,500,000- 25,100,000, = Rs.3,4 per share 
1,000,000 
Note that the Rs. 100,000 deducted above would be deducted Irrespective of whether a dividend had been 
declared or not, However, If these had been non-cumulative then the dividend would have been deducted 
only In case of declaration by the company. 


Example: (Non-Cumulative Preference Shares) 
In the year ended 31 December Year 1, Entity Q made profit afer tax from continuing operations of 


Rs.5,000,000, 
Entity Q has Rs,2,000,000 10% preference share capital In Issue which is non-cumulative. Dividend is not 
declared In the current year for preference share capital, ; 


Entity G had 3 million ordinary shares In Issuo throughout the year. 

Required 

Calculate earnings per share, 

Entity G's basic EPS for the year ended 31 December Year 1 is calculated as follows: 

EPS = Net profit (or loss) attributable to ordinary sharcholders during a period 
weighted average number of shares in issue during the period 


= Rs,5,000,000, = Rs, 1.67 per share 
3,000,000 


Example 


A company has 10,000 ordinary shares and 10,000 10% Rs, 2 cach preference shares in issue throughout 
20X2. The profit after tax was Rs. 100,000 in 20X2. 

Required: 

Calculate the basic earnings in 20X2, anes that the preference shares are: 

A) Non-cumulative and non-redeemable (i.c. equity) and the dividend is declared. 

Non-cumulative and non-redeemable (i.c. equity) and the dividend is not declared. 


B) 
C) Cumulative and redeemable (i.e. liability) and the dividend is declared. 
D) Cumulative and redeemable (i.e. liability) and the dividend is not declared. P 


Solution-A: preference shares (equity) and declared dividends 


Rs. 
Profit after tax ¢ . , 100,000 
Less: Preference dividends on irredeemable shares (10,000 x 2 x 10%) (2,000) 
98,000 


Earnings attributable to ordinary shareholders 
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333: EARNINGS PE 
CHAPTER-08 AER SHAR 


t: Preference dividends are deducted from retained camings in the statement of change 
Comment: 2 


p! ofit o lo SS 0 the period (as p I 
and must therefore be deducted from the T T ss for ; 
com rehensive income) to determine how much profit belongs to the ordina shareholders 

e p! A] 2 arv s 


Solution-B: preference shares (equity) and dividends not declared 


S in equin, 
Atement o 


Rs, 


Profit after tax . 
ivi i ble shares 

Less: Preference dividends on irredeema i 

Ta 


Earnings attributable to ordinary shareholders 
Comment: If there is no obligation to pay the dividend (i.e. the preference divide 


cumulative and not declared) the dividend will not be recognised in the financial State 
adjustment is made to the profit for the period, all the profit belongs to the ordinary shareholders, 


nd is both Non. 
ments at all, No 


Solution-C: preference shares (liability) and declared dividends 


Rs, 
Profit after tax ; s 100,000 
Less: Preference dividends on irredeemable shares — o 
Earnings attributable to ordinary shareholders oo 
The dividends 


Comment: Preference shares that are cumulative and redeemable are treated as liabilities, 
on these preference shares are therefore recognised as interest. This dividend has therefor 


` deducted in calculating the profit for the period. 3 


© already been 


Solution-D: preference shares (liability) and dividends not declared 


Rs. 
Profit after tax : 100,000 
Less: Preference dividends on irredeemable shares ` 0) 
100.000 


` Earnings attributable to ordinary shareholders : 
Comment: Preference shares that are cumulative and redeemable are treated as liabilities. The dividends 


on these preference shares are therefore recognised as interest, irrespective of whether or not the 
dividend has been formally declared. This dividend should therefore already been deducted in 
calculating the profit for the period. 
Weighted average number of shares 
The number of shares to be used in the calculation being the weighted average number of shares in issue 
during the period. Changes in share capital during a period must be taken into account in arriving at this 
number. IAS 33 provides guidance on how to do this. ` 

There are different ways in which the number of shares may change: 


° Issue of shares at full market price 
e , Issue of shares for no consideration (Bonus issue) 
° Right issue 
° Share split (where one.share is split into several others) 
° Share consolidation (where two or more shares are consolidated into one) 
\ 
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CHAPTER-O8 TAS 33: EARNINGS PER SHARE 
—_——————— ___IAS 53: EARNINGS PER SHARE. 


LO3:_ISSUE OF SHARES AT FULL MARKET PRICE 


The consideration received is available to boost eamings. Therefore, the shares are included from 
the date of issue to ensure consistency between the numerator (op) and denominator (bottom) of 
the EPS calculation. 


The starting point for the Weighted average number of shares is the number of shares in issue at 
the beginning of the period. This is then adjusted for any shares issued during the period and a 
time weighting factor must then be applied to each figure. 
There is no adjustment to comparatives resulting from an issue at full price. 
tion-1 
Gilani & Co., a listed company. has a financial year ending 31 December. 
On 1 January 2016, there were 10,000 shares in issue. 
Total earnings in the year ending 31 December 2016 were Rs. 80,000. 
Required p 
Calculate the Basic Earnings per share for the year ended 31 December 2016. 


Answer-1 


Eamin hipi Earnings attributable to ordinary shareholders during a period 
BS pe m Weighted average number of shares in issue during the period 


2016 
80,000 
ial 10,000 
= 8 per share 
(W-1) Weighted average number of shares during the period 
Weighted 
Number of average 
Date 3 shares Factor number 
1 January to 31 December 10,000 =x 12/12 10,000 


uestion-2 
Kamran & Co., a listed company, has a financial year ending 31 March. 
On I April 2015, there were 15,000 shares in issue. 
Total earings in the year ending 31 March 2016 were Rs. 200,000. 
Required 
Calculate the Basic Earnings per share for the year ended 31 March 2016, 


Answer-2 
farni PARNE Earnings attributable to ordinary shareholders during a period 

RAB LEr snare = Weighted average number of shares in issue during the period 
2016 i 

200,000 i 
ma 15,000 
= 13.33 per share’ > = 
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IAS 33: EARNINGS pry 
CHAPTER-08 INGS PER SHAR, 


eighted average number of shares during 2016 


(W-D Wei 
Number of Weighteg 
shares Factor AVerape 
Date ` 15,000 x 12/12 number 


1 April to 3) Marh 
Question-3 (New issue at start of year full market price) 
Gohan & Co.. a listed company, has a financial year ending 30 June. 


On l July 2015, there were 56, 000 shares in issue. 
On I July 2015, Gohan & Co, issued 45, 000 new shares at full market price. 


Total cammings in the year ending 30 June 2016 were Rs. 1,500,000: 
Total eamings in the year ending 30 June 2015 were Rs. 900,000. 


Required 
Calculate the Basic Eamings per share for the year ended 30 June 2016 & 2015, 


Answers 
Earnings attributable to ordinary shareholders during a period 


Earnings pežshare = Weighted average number of shares in issue during the period 


2016 
_ 1,500,000 
Epse 101,000 _ 
= 14.85 per share 
2015 
_ 900,000 
ra 56,000 \ 
= 16.07 pershare ` 
(W- D Weighted average number of shares during 2016 
Weighted 
Number of average 
Date shares Factor number 
Opening Shares on 1 July 2015 < 56,000 
New Shares Issued on 1 July 2015 45,000 
101,000 x 12/12 , 101,000 


I July to 30 June X 


Question-4 (New issue at mid of year at full market price) 
Goten & Co., a listed company, has a financial year ending 31 December. 


On | January 2016, there were 10,000 shares in issue. 
On | April 2016, Goten & Co. issued 10,000 new shares at full market price. 


Total earnings in the year ending 31 December 2016 were Rs. 140,000. 
Total earings in the year ending 31 December 2015 were Rs. 80,000. 


Required > 
Calculate the Basic Earnings per share for the year ended 31 December 2016 & 2015. 
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CHAPTER-08 TAS 33: EARNINGS PER SHARE 
ea CO __IAS 33: EARNINGS PER SHARE 
Answer-4 


Earnings attributable to ordinary shareholders during a period 


. Earnings per share = — - F 
Weighted average number of shares in issue during the period 


‘2016 
140,000 
17,500 

= Rs. 8 per share 


EPS = 


2015 

_ 80,000 

~ 10,000 

= Rs, 8 per share 


EPS 


(W-1) Weighted average number of shares during 2016 


: Weighted 
. Number of average 
Date .Shares Factor number 
Opening Shares on 1 January 10,000 =x 3/12 2,500 
New Shares Issued on 1 April i 10,000 
20,000 ` x9/12 15,000 
$ 17,500 


Question-5 (New issue at mid of year at full market price) 

Gojeeta & Co., a listed company, has a financial year ending 30 June. 

On 1 July 2015, there were 28,000 shares in issue. 

On 1 April 2016, Gojeeta & Co. issued’6,000 new shares at full market price. 
Total earnings in the year ending 30.06.16 were Rs.150,000. 

Total earnings in the year ending 30.06.15 were Rs.75,000. 

Required: ` : . 

Calculate thè Basic Earnings per share for the year ended 30 June 2016 & 2015. 


Answer-5 


Earnings per share 


- Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


2016 : 
EPS = 150,000 
29,500 

= Rs. 5.1 per share 

2015 ; : 

EPS ° = 75,000 . 

i i i l 28,000 fs 
= Rs. 2.7 per share 
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CHAPTER-OS 


shares during 2016 


(W-1) Weighted average number 0 
Number of Weighteg 
shares Factor WVerage 
Date oh < Hi 28.000 x 9/12 number 
Opening Shares on uly — a 
34,000 x 3/12 


~ 


= 3 ” 

New isun shares (I April to 30 June) 
——85.00 
29.509 


f ! Question-6 (New issue at mid of year at full market price twice) 
if Vegeta & Co., a listad company, has a financial year ending 31 December. 
On ? January 2016, there were 10,000 shares in issue, 

On l Merch 2016, Vegeta & Co. issued 2.000 new shares at full market price 


On i October 2016, Vegeta & Co. issued 5,000 further new.shares at full market price. 


Total eamings in the year ending 31 December 2016 were Rs. 200,000. 
the year ending 31 December 2015 were Rs, 80,000. 


Total earings in 
Sie Required 
= f : Calculsre the Basic Earnings per share for the year ended 31 December 2016 & 2015, 
cis ` 
oe Answers 
= S . Eamings per share = Esmings attributable to ordinary shareholders during a period 
~ Weighted average number of shares in issue during the period 
ENE 2016 

EPS = - 200.000 

12,917 


EPS = $0,000 
10,000 
= Rs. § per share 
(W-1) Weighted average number of shares during 2016 ` 
. ý Š Weighted 
vi Number of average 
a k j . i shares Factor number 
10,000 x 2/12 1,667 
2.000 
- 12,000 x 7/12 7,000 
5.000 
a50 


17,000 x3/12 4.25 
12.917 
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CHAPTEICOK IAS 44: FABSISGS PER SHARE 
IAS I ARSIS GS PER SHARE, 


Question-7(New issue at mid of year at full market price twice) 
Trunks & Co., a fisted company, has a financial year ending 30 Septeriber. 
On | October 2015, there were 47,000 shares in issue. 


On) March 2016, Trunks & Co. issued 24,000 new shares at full market price. 


On 1 July 2016, Trunks & Co, issued 5,000 further new shares at full market price. 


Total earings in the yeér ending 30 September 2016 were Bs. 2,500,000. 
Total earnings in the year ending 30 September 2015 were Rs. 1,500,000. 
Required 


Calculate the Basic Lamings per share for the year ended 30 Septernber 2016 & 2015. 


Answer-7 
Earnings per share = 
Weighted average number of shares in issue during the period 
2016 
EPS “ 2,500,000 
64,583 
= Rs, 38.7 per share 
2015 
EPS = 1,500,000 
47,000 
= Rs, 31.9 per share 


(W-1) Weighted average number of shares during 2016 


Number of 


Date shares 
Opening Shares on | October 47,000 
New issued shares on | March ‘ 28,000 
75,000 
New issued shares on J July 5,000 
a 80,000 


LO4: BONUS ISSUE OF SHARES 


Weighted 
average 
Factor number 
x 5/12 19,583 
x 4/12 25,006 


x 3/12 20.000 


A bonus issue of shares (also called a “scrip issue” or a “capitalisation issue” or “stock dividend”) 
is an issue of new shares to existing shareholders, in proportion to their existing shareholding. for 
no consideration, In other words, the new shares are issued ‘free of charge’ to existing 


shareholders, 


No cash is raised from a bonus issue, therefore is no earnings boost from the issue. Bonus issued 


shares are treated as if they have always been in issue. 


The new number of shares (i,e, the number of shares after the bonus issue) can be found by 
multiplying the number of shares before the bonus issue by the bonus issue fraction. 


The bonus issue fraction is 
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ction 
Formula: Bonus issue fra - 
Number of shares in holding after the bonus Issue 


Number of shares in holding before the bonus issue 
Example: Bonus fraction l 

A company has 4.090.000 shares in issue. 

It made a 1 for 4 bonus issue (25%) 


Required ; 
Calculate the number of shares in issue after the bonus issue. 


Number of shares in issue after the bonus issue: 
(W-1) 


Before 

New 

After , 
Note: Comparatives are restated in respect of bonus issue. 


Question-8 (Bonus issue at mid of year) 
Nobita & Co., a listed company, has a financial year ending 31 December. 


On 1 January 2016, there were 10,000 shares in issue. 


On 1 March 2016, Nobita & Co. made a bonus issue to existing shareholders of 1 new shee for sven, 


shares held. 
Total earings in the year ending 31 December 2016 were Rs. 70,000. 


Total earnings in the year ending 31 December 2015 were Rs. 70,000. 


Solution: 4.000.000 x 3/4 = 5,000,000 


Required 
1) Calculate the Basic Earnings per share for the yéar ended 31 December 2015. 
2) Calculate the Basic Eamings per share for the year ended 31 December 2016 along wich 
- comparatives. , - 7 
Answer-8 
Eamings per share = Earnings attributable to ordinary shareholders during 2 period 
iy z 5 Weighted average number of shares in issue during the period 
15 ; - 
EPS = 70.000 
10,009 
= Rs. 7 per share 
2) 2016 iii 
EPS = 70.000 
15,000 
= Rs. 4. share 
2015 (Restated) ii 
EPS = 5 
7 7 x Reciprocal of Bonus Fraction 
= 7x23 
= Rs. 4.67 per share 
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(W-1) Weighted average number of shares during 2016 
Weighted 


Date Number of average 
. shares Factor number 
Opening Shares on 1 January 10,000 x 2/12 x32 2,500 
Bonus shares issued on 1 March 2016 (10,000/2 x 1) 5,000 
15,000 x102 12,500. 
15,000 
(W-2) 
‘ Bonus Issue 
Before 4 e 
New an 
After 3 


Question-9 (Bonus issue at mid of year) 
Gotrunks & Co., a listed company, has a financial year ending 30 November. 
On 1 December 2015, there were 97,000 shares in issue. 


_ On 1 March 2016, Gotrunks & Co. made a bonus issue to existing shareholders of 7 new share for every 
12 shares held. 


Total earnings in the year ending 30 November 2016 were Rs. 2,570,000, 
Total earnings in the year ending 30 November 2015 were Rs. 2,570,000, 


Required 
1) Calculate the Basic Earnings per share for the year ended 30 November 2015, 
2) Calculate the Basic Earnings per share for the year ended 30 November 2016 along with 
comparatives. 
Answer-9 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
Weighted average number of shares in issue during the period 
1) 2015 
EPS = 2,570,000 
"97,000 
= Rs, 26.49 per share 
2) 2016 
EPS = 2,570,000 
153,583 
= Rs. 16.7 per share 
2015 (Restated) i 
EPS = 26.49 x Reciprocal of Bonus Fractlon 
= ` 26.49 x 12/19 
= Rs. 16.7 per share _ 
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; (W-1) Weighted average number of shares during 2016 
f Number of Weiehteg 
ate 97, x 3/12 5 jer 
Opening Shares on 1 December = <6 583 x 19/12 34,394 
H Bonus shares issued on 1 March 2016 (97,000/12 x 753,583 x 9/12 
I 1 March to 30 November i 115.199 
; . 15 3.5% 
i (W-2) 
Bonus Issue 
Before ° 12 
New . ’ 2 3 
After 19 


Question-10 (Bonus issue at mid of year) 


Mian Shaoib & Co., a listed company, has a financial year ending 31 December. 
On 1 January 2016, there were 10,000 shares in issue. 

On I July 2016, Mian Shaoib & Co. made a bonus issue to existin 
2 shares held. 


g shareholders of 1 new share for ever, 


=| 4 Total earnings in the year ending 31 December 2016 were Rs. 50,000. 

EN i Total eamings in the year ending 31 December 2015 were Rs. 50,000. 

Sto Required 

mia R 1) Calculate the Basic Earnings per share for the year ended 31 December 2015. 

a 3 2) Calculate the Basic Earnings per share for the year ended 31 December 2016 along with 
emire comparatives. 


i] 


Answer-10 p 
Earnings per share i Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


1) 2015 
EPS = 50,000 
, 10,000 
= Rs. 5 per share 
2) 2016 
EPS = 50,000 
` 7 15,000 , 
= Rs. 3.33 per share 
2015 (Restated) . è 
EPS | = 5 x Reciprocal of Bonus Fraction 
= 5 x 2/3 
= Rs. 3.33 per share 
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(W-1) Weighted average number of shares during 2016 


Weighted 
Number average 
Date ofshares Factor number 
Opening Shares on 1 January 10,000 x 6/12 x 3/2 7,500 
Bonus shares issued on 1 July 2016 (10,000/2 x 1) 5,000 
` 15,000 x 6/12 7,500 
d 15,000 
(W-2) 
Bonus Issue 
Before 2 
New 1 
After 3 


Question-11 (Bonus issue at mid of year) 


Daud Hassan & Co., a listed company, has a financial year ending 31 July. 
On 1 August 2015, there were 1,600 shares in issue, 


On 1 January 2016, Daud Hassan & Co. made a bonus issue to existing shareholders of 17 new share for 
every 21 shares held, 


Total earnings in the year ending 31 July 2016 were Rs. 254,800. 


Total earnings in the year ending 31 July 2015 were Rs. 151,200. 
Required 


1) Calculate the Basic Earnings per share for the year ended 3] July 2015, 

2) Calculate the Basic Earnings per share for the year ended 3] July 2016 along with comparatives, 
nswer-11 

Earnings per share 


Earnings attributable to ordina shareholders during a period 
Weighted average number of shares in issué during the period 


1) 2015. , 
EPS = _ ‘151,200 
: 1,600 
= Rs. 94.5 per share 
2) 2016 © 
EPS = - 254,800 
2,895 
= ~ Rs, 88.01 per share 
2015 (Restated) ' 
EPS 


94.5 x Reciprocal of Bonus Fraction 
b 94.5 x 21/38 e 

à = Rs. 52.22 per share 
(W-1) Weighted average number of shares during 2016 


tnn 


F Weighted 
p y , Number average 
Date , s : ‘ofshares Factor number 
` Opening Shares on | August ' ` 1,600 x 5/12x38/21 1206 
Bonus shares issued on 1 January 2016 (1,600/21 x 17) 1295 


2,895 x7/12 1,689 
2,895 
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Bonus Issue 
21 
17 
38 


(W-2) 


Before ' 
New 
After . 


(Bonus issue at mid of year twice) 
listed company, has a financial year ending 31 December. 
0,000 shares in issue. , 

o existing shareholders of 1 new share for every 7 


de a bonus issue t 
ue to existing shareholders of 2 new shares for every 5 


Question-12 
Rauf & Co., a 
On 1 January 2016, there were 1 


On 1 March 2016, Rauf & Co. ma 


shares held. 

On 1 October 2016, Ali & Co. made a bonus iss 

shares held. i . 
ber 2016 were Rs. 50,000. 


Total earnings in the year ending 31 Decem 
Total earnings in the year ending 31 December 2015 were Rs. 50,000. 


December 2015. 


Required 
ded 31 December 2016 along with 


1) Calculate the Basic Earnings per shar 
2) Calculate the Basic Earnings per s 


comparatives. 


Answer-12 | , . 
Earnings per share Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


e for the year ended 31 
hare for the year en 


1) 2015 
EPS 50,000 
o 10,000 


= Rs. 5 per share 


2) 2016 
‘EPS 


50,000 
21,000 
Rs. 2.38 per share 


2015 (Restated) 


EPS i 
5 x Reciprocal of Bonus Fractions 


5x 2/3 x 5/7 
Rs. 2.38 per share 


(W-1), Weighted average number of shares during 2016 


l j Weighted 
me ; Number average 
a pening Shares on | January : of shares Factor number 

onus shares issued on 1 March (10,000/2 x 1) ee x 2/12 x 3/2 x 7/5 3,509 

‘ 000 s 

Bo i 
nus shares issued on°1 October (15,000/5 x 2)“ pee X 7/12 x 7/5 12,250 
x ` j PEE) 0 
21,000 x 3/12 ___ 5,250 
21,000 
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(W-2) 

Bonus Issue Bonus issue 
Before > 5 
New ‘ ; l > 
After à 3 7 


Question-13 (Bonus issue at mid of year twice) 

Doremon & Co., a listed company, has a financial year ending 31 May. 

On 1 June 2015, there were 987,500 shares in issue. 

On 1 December 2015, Doremon & Co. made a bonus issue to existing shareholders of 6 new share for 
every 8 shares held. 

On 1 March 2016, Doremon & Co. made a bonus issue to existing shareholders of 1 new shares for every 
9 shares held. 

Total earnings in the year ending 31 May 2016 were Rs. 7,560,000. 

Total earnings in the year ending 31 May 2015 were Rs. 5,856,000. 

Required 

1) Calculate the Basic Earnings per share for the year ended 31 May 2015. 

2) Calculate the Basic Earnings per share for the year ended 31 May 2016 along with comparatives. 


Vs 


Answer-13 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
i Weighted average number of shares in issue during the period 
1) ` 2015 
è EPS = 5.856.000 
987,500 — 
= Rs. 5.93 per share 
2) 2016 
EPS ` = ` 7,560,000 
1,920,139 
= Rs. 3.93 per share 
2015 (Restated) . . 
“EPS = 5.93 x Reciprocal of Bonus Fractions 
= i 5.93 x 8/14 x 9/10 
= Rs. 3.05 per share 
(W-1) Weighted average number of shares during 2016 
Weighted 
Number average 
Date of shares Factor. number 
Opening Shares on | June 987,500 x6/12x 14/8 x 10/9 960,069 
Bonus shares issued on 1 December (987,500/8 x 6) 740.625 
j 1,728,125 x 3/12 x 10/9 480,035 
Bonus shares issued on 1 March (1,728,125/9 x 1) 192,014 
. - ‘ 1,920,139 x3/12 480,035 
1,920,139 
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R SHARE 


Bonus Issue 


Bon Issue : 
ó l 
14 10 
After sue at mid of year) 
Question-14 (New shares issue at full market price + oun? December 
Naruto & Co., a listed companys has a financial yer ending 
On 1 January 2016, there were 10,000 shares in issue- all market price. 
On 1 April 2016, Naruto & Co- issued 2,000 new shares = worn “nareholders 65 nni 
de a bonus ! : 
On 1 September 2016, Naruto & Co. ma 
every 8 shares held. 0,000 
i 6 were RS 100, 
ings in the year ending 31 December 201 
Total earnings in the y mae 90,000 


Total earnings i 
Required 


1) Calculate t 
Calculate the Basic 


2) 
comparatives. 
wer-14 
Earnings per share 
1) 2015 
EPS 
2) 2016 
EPS 
2015 (Restated) 
EPS 


in the year €! 


he Basic Earnings P' 


nding 31 Decem 
ber 2015. 

hare for the year ended 31 Decem 

ae share et the year ended 31 December 2016 along with 


Earnings P' 


= Earnings attributable to ordinary shareholders during a period 
ber of shares in issue during the period 


Weighted average num 


= 100,000 


10,000 
Rs. 10 per share 


100,000 
"15,813 
Rs. 6.3 per share 


10 x Reciprocal of Bonus Fractions 


10x 8/11 
Rs. 7.3 per share 


wou 


(W-1) Weighted average number of shares during 2016 
, Weighted 
Date Number average e] 
Opening Shares on 1 January ea one we i 
New issued shares on | April 2016 aon sae, "F 
_ Bonus shares issued on 1 September (12,000/8 x 3) re iii p 
716,500 xan 5% 
15,8 ( 
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(W-2) 
Boras issue 
Before 
New 
After 


s w oe 


Question-15 (New shares issue at full market price + Bonus issue zt mid of yezr) 
Sasku & Co., a listed company, has a financial year ending 31 October. 

On | November 2015, there were 254.865 shares in issue. 

On | March 2016, Sasku & Co, issued 23,296 new shares atfull market price. 


On 1 September 2016, Sasku & Co. made a bonus issue to existing shareholders of 13 new shares for 
every 31 shares held. 


Total earnings in the year ending 31 October 2016 were Rs. 29.605.000. 
` Total earnings in the year ending 31 October 2015 were Rs. 10,568,090. 
Required 
1) Calculate the Basic Earnings per share for the year ended 31 October 2015. 
+2) Calculate the Basic Earnings per share for the year ended 31 October 2016 zlomg with 


comparatives. 
Answer-15 
Earnings per share = 
Weighted average number of shares in issue Guring the period 
1) 2015 
EPS = 10.568.000 
254,865 
= . - Rs. 41.5 per share. 
2) 2016 f 
EPS = 29.605.000 
383,788 
= Rs. 77.14 per share 
2015 (Restated) ; - 
EPS = 41.5 x Reciprocal of Bonus Fractions 
= 41.5 x 31/44 
= Rs. 29.24 per share 
(W-1) Weighted average number of shares during 2016 
Weighted 
Number average 
Date ; of shares Factor number 
Opening Shares on 1 November 254,865 x412x+4t31 1203581 
New issued shares on 1 March 2016 s 23.296 
-278,161 x6/12x+4431 197,405 
Bonus shares issued on 1 September (278,161/31 x 13) 116.648 
i 394,809 x 2/12 65.802 
3 383,788 
(W-2) 


<= 
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= 
pefere ‘ce ji 
ar foll arke! p rece 
y sha i r ading - f new shares for 
jssuc ial) ea | ers te) 
uestion- 6 onus "> has finan sting ghareh 
kakashi & CO isted COMP” 9,000 shar? ro exist 
ia f there * s 
on! jana Kakash ii marke price 
1 Feb ary , shar 
wie 4 shares he issued 3 new s 00,000- 
even akash 016 were 0 
on! august 2 1 Decem 170,00 
BET ear €n 2015 were E7 
Total earm gs! nd cemb 015 
tal ami gs in ar C pecember 2 A à 
Total ¢ 1 pecember 2016 along with 
required d 31 
1) alculate the Bas! 
Calculate Bas! 
F mparative 
nswe -16 
Earnings per share 
1) 2015 
EPS z 
2) 206 
EPS - = 300,000 
18,750 
= Rs. 16 per share 
2015 (Restated) 
EPS = 17x Reciprocal of Bonus Fractions 
= 17x 4/7 ` 
= Rs. 9.7 per share 
(W-1) Weighted average number of shares during 2016 
Weighted 
Date Number average 
Opening Shares on 1 January of shares Factor number 
Bonus shares issued on 1 February (10,000/4 x 3) a, x 1/12 x 7/4 1,458 
J, . 2 
New shares issued on 1 August 2016 17,500 x 6/12 8,750 
3,000 
20,500 x 5/12 8,542 
18,750 
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(W-2) 
wine ai Issue 
New 3 
After 7 
5 = 
Question-17 (Bonus issue + new shares issue at full market price at mid of year) 
Bashar & Co., a listed company, has a financial year endidg 31 January. 
On 1 February 2015, there were 158,990 shares in issue. ' 
On 1 April 2015, Bashar & Co. made a bonus issue to existing shareholders of 7 new shares for every 
19 shares held. 


On 1 September 2015, Bashar & Co. issued 19,450 new shares at full market price. 
Total earnings in the year ending 31 January 2016 were Rs. 9,560,650. 
Total earnings in the year ending 31 January 2015 were Rs, 5,461,165, 
Required l 


1) ` Calculate the Basic Earnings per share for the year ended 31 January 2015. 
2) Calculate the Basic Earnings per share for the year ended 31 January 2016 along with 


comparatives. 
Answer-17 ; R 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
Jags ` Weighted average number of shares in issue during the period 
1) 2015 
> EPS . = * 5,461,165 
š 158,990 
` = Rs. 34.35 per share 
2). 2016 ; Hoe 
EPS = 9,560,650 
s j -~ 225,669 
= Rs. 42.37 per share . 
2015 (Restated) 
EPS = 34.35 x Reciprocal of Bonus Fractions 


34.35 x 19/26 ` 
= Rs. 25.10 per share 
(W-1) Weighted average number of shares during 2016 


Weighted 
Number ‘ average 
Date : of shares Factor number 
Opening Shares on 1 Fébruary ` 158,990  x2/12 x 26/19 36,261 
Bonus shares issued on 1 April (158,990/19 x 7) 58,575 ° 
' aS ag 217,565 x 5/12 90,652 
New shares issued on 1 September 2015 19,450 
Ki 237,015 x 5/12 98,756 ` 
l 225,669 
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Bonus Issye 
e 


(W-2) 

19 
Before 7 
New 26 
After 


: ES | 
mas TS re os of new shares for cash, where ce new shares are offereg 

it i heir existing shareholdings. l 
ders in proportion to Tne pelow the current market price for the 


inari issue | ) ; 
hares in a rights !s ment which must be taken’ into 
A r of shares. Also note that any 
` weighted average numbe! : 1 i 
ion of the g the inverse of the rights issue bonus 


A right issue of shares is 
initially to current sharehol 
The issue price of the new $ 
shares already in issue. 
account in the calculat 
comparatives must be restated by 
fraction. 

The rights issue bo 
Formula: Rights issue bonus issue fraction 


Actual cum rights price 

Theoretical ex rights price , ao 

The actual cum-rights price is the market price of the shares before the rights issue. 
o be, in theory, after the rights 


The theoretical ex-rights price is the price that the shares ought t ; 
issue. It is a weighted average price oft ssue and the new shares in the 
` | 


he shares before the rights i 
rights issue. 7 
cated at first but it is always) 


The calculation of the theoretical ex rights price looks a little compli 

done this way. This is demonstrated in the following example. d 
Question-18 (Right issue at mid of year) | 
Momin & Co., a listed company, has a financial year en 


| 

On 1 January 2016, there were 10,000 shares in issue. | 
holders of 3 new shares for 

| 

| 


nus fraction is calculated as follows: 


ding 31 December. 


On 1 November 2016, Momin & Co. made a Rights issue to existing share 
every 5 shares held at the price of Rs. 4. The market price of shates just before the rights issue was Rs. 10. 
Total-earnings in the year ending 31 December 2016 were Rs. 150,000. l l 


Total earnings in the year ending 31 December 2015 were Rs. 80,000. l 
| 


Required 
1) Calculate the Basic Earnings per share.for the year ended 31 Dece: 


2) Calculate the Basic Earnings per share for the year ended 3 
comparatives. 


mber 2015. 


| 
] 
| 
1 December 2016 along with) 


l 


Answer-18 j 
Earnings per share = Earnings attributable to ordinary shareholders during a period d 


Weighted average number of shares in issue during the period 


1) 2015 l 
EPS = 80,000 ; | 

. 10,000 d 

= Rs. 8 per share 7 i 
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2) 2016 
EPS = 130,009 
13.426 
= Re 11.18 per share 
2015 (Restated) 
EPS a E x Reciprocal of Bonus Fraction 
= $x 7.75/10 
= Rs. 6.2 per share 
(W-1) Weighted average number of shares during 2016 
Weighted 
Number - average 
Date of shares Factor number 
Opening Shares on | January 10,000 x 10/12 x 107.75 10,753 
Right shares issued on 1 November 2016 (10,000/5 x 3) 6,000 
16,000 x 2/12 2,667 
13,420 
(W-2) Right issue bonus Fraction 
a A 1 igi " 
Theoretical ex rights price 
= 10/7.75 
. Theoretical ex-right price Rs. 
Before (5 x Rs.10) 50 
New (3 x Rs. 4) 12 
After (8 x Rs 7.75 (bal.)) 62 


Question-19 (Right issue at mid of year) 


Rudaba & Co., a listed company, has a financial year ending 29 February. 
On 1 March 2015, there were 2,658,550 shares in issue. 


On 1 December 2015, Rudaba & Co, made a Rights issue to existing shareholders of 13 new shares for 
every 63 shares held at the price of Rs. 25. The market price of shares just before the rights issue was 
Rs, 64. 


Total earings in the year ending 29 February 2016 were Rs. 8,545,000. 
Total carnings in the year ending 28 February 2015 were Rs. 5,561,000. 


Required 

1) Calculate the Basic Eamings per share for the year ended 28 February 2015. 

2) Calculate the Basic Eamings per share for the year ended 29 February 2016 along with. 
comparatives, 
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CHAPTER-08 | 
Earnings attributable to ordinary SE ring ring a period 

i tributable to ordina shareholders du i 
enr ber of shares in issue during the period 


Answer-19 i E 
Earnings per share = 
i Weighted average num 


7 REE = 5,561,000 
2,658,550 
= Rs. 2.09 per share 
2) 2016 š 
EnS z 8,545,000 
‘3,028,066 


Rs. 2.82 per share 


2.09 x Reciprocal of Right issue bonus Fraction 


2015 (Restated) 
EPS = 
= 2.09 x 57.32/64 
= Rs. 1.87 per share 
(W-1) Weighted average number of shares during 2016 - 
i Weighted 
‘Number average 
Date “of shares Factor number 
Opening Shares on 1 Marc! - 2,658,550 x 9/12 x 64/57.32 2,226,281 
Right shares issued on 1 December (2,658,550/63 x 13) 548,590. ~- 
3,207,140 x 3/12 801,785 
3,028,066 
(W-2) Right issue bonus Fraction 
= Actual cum rights price 
Theoretical ex rights price ` 
= 64/57.32 
Theoretical ex-right price . Rs. 
Before á (63 x Rs.64) 4,032 
New (13 x Rs. 25) E 325 
l (76 x 57.32 (bal)) 4,351 


After 


Question-20 (Right issue at mid of year twice) 

Boland & Co., a listed company, has a financial year ending 31 December. 

On 1 January 2016, there were 10,000 shares in issue. ` 

On 1 May 2016, Boland & Co. made a Rights issue to existing shareholders.of 2 new shares for every 


3 shares held at the price of Rs. 7. The market. price of shares immediately before the rights issue was 


Rs. 10. 

5 ee 

Share eld th pie of Re 8 Themares me te aralders of 3. new shares for even 
eld at . 8. ce of shares just before the ri is: 

Total earnings in the year ending 31 December 2016 were Rs. 200,000. oo 

Total earnings in the year ending 31 December 2015 were Rs 120,000, 
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Required 


1) Calculate the Basic Earnings per share for the year ended 31 December 2015. 


2) Calculate the Basic „Eamings per share for the year ended 31 December 2016 along with 
comparatives. - 


Answer-20 
Earnings per share | = Earnings attributable to ordinary shareholders during a period 
f Weighted average number of shares in issue during the period 
1) 2015 : 
EPS a 120,000. 
é 10,000 ai 
= _ Rs. 12 per share á 
2) 2016 ž 
© EPS = 200,000 
20,202 
= Rs. 9.9 per share 
2015 (Restated) i ; 
EPS = 12x Reciprocal Right Issue of Bonus Fraction 
= . 12x 8.8/10 x 10.5/12 iý 
: = Rs. 9.24 per share ` 
(W-1) Weighted average number of shares during 2016 
= s : Weighted 
: Number of average 
Date Š 3 shares Factor : number 
; ` x 4/12 x 10/8.8 x . 
Opening Shares on 1 January * 10,000 “ 12/10.5 - 4,329 
Right shares issued on | May 2016 (10,000/3 x 2) i 6,667 
16,667 x 3/12 x 12/10.5 4,762 
Right shares issued on 1 August 2016 (16,667/5 x 3) 10,000 
26,667 x 5/12 11,111 
. L 20,202 
(W-2) Right issue bonus Fraction (Issued on + May) t 
= Actual cum rights price 
: Theoretical ex rights price 
= 10/8.8 è > 
Theoretical ex-right price ails é p o Rs. 
Before (3 x Rs.10) i £ 30° 
New - (2 x Rs. 7) i 14 
After . (5 x Rs 8.8 (bal)) : l 44 


(W-3) Right issue bonus Fraction (Issued on 1 August) 
=, Actual cum rights price 
Theoretical ex rights price 
R = -12/10.5 
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CHAPTER-08 

Theoretical ex-rights price Rs, 
Before (5 x Rs.12) 60 
New (3 x Rs. 8) — u 
After (8 x Rs 10.5 (bal)) 84 


Question-21 (Right issue at mid of year twice) 
Dragon & Co., a listed company, has a financial year ending 30 September. 
On 1 October 2015, there were 157,000 shares in issue. 


On 1 March 2016, Dragon & Co. made a Rights issue to existing shareholders of 16 new shares for every 
33 shares held at the price of Rs. 14. The market price of shares immediately before the rights issue was 
Rs. 25. è 


On 1 August 2016, Dragon & Co. made a Rights issue to existing shareholders of 8 new shares for every 
15 shares held at the price of Rs. 18. The market price of shares just before the rights issue was Rs. 40, 


Total earnings in the year ending 30 September 2016 were Rs. 1,589,564. 
Total earnings in the year ending 30 September 2015 were Rs. 895,644. 
Required ` 


1) ~ Calculate the Basic Earnings per share for the year ended 30 September 2015. ; 
2) Calculate the Basic Earnings per share for the year ended 30 September 2016 along with’ 


comparatives. 
Answer-21 
Earnings per share = Eamings attributable to ordinary shareholders during a period 
` - Weighted average number of sharės in issue during the period 
1) 2015 i 
EPS = 895.644 
a 157,000 J 
= Rs. 5.7 per share \ 
2) 2016 . 
EPS = _ 1.589.564 ~ * 
274;128 
= Rs. 5.8 per share 
2015 (Restated) 
EPS = f 5.7 x Reciprocal Right issue of bonus Fraction 


= 5.7 x 21.41/25 x 32.35/40 
= __ Rs. 3.95 per share ` 
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SATION cece VAN AN DATENING SS PEI NIANIE 


(WAT) Wel ited average number ot ainia etn 016 


' Wolyttost 
\ \ \ 
Date one ` Warde rhc a 
Opening Shana on 1 Orther SAND i e we Woe 
Right shares issie on 1 Manly AMA REALL VAR A 10) 10,121 . | 
Right shares tested on 1 Anpil AMO AAAA N R) TRA ee ea 
ANAND NEE, AAPA! 
DIAN 
(W-2) Right issue bonis Mevetion Hasne ont Maven) 
= Actual cun Tights prlee 
Vhooretioal ex tiphts pile 
= 28/2141 
Theoretical ex-rights prive Rs 
Before AA N Raids) NÀ 
New CON Ra, 1) 2? 
After (AON Re td bal) oa 
(W-3) Right issue bonus Penetion Uisud ont Angust) 
a Actual cun riahts prieg 
Theoretical ex rihta prive 
a ADALAS 
Theoretical ex-tiphts price NN 
Before CA VR) ad 
New (8 Rx, 18) \a4 
After (VN Re aA chal) Ma 


Questlon-22 (New Issue at AT market piee t Right tsue at avid of the year) 

Ball & Con a listed companys has a Hamel year ending JH December, 

e On I January 2016, there were 10,000 shares in festie, 

On | May 2016, Ball & Co. Issued 5.000 new shates at fall market price, 

On 1 November 2016, Ball & Com made a Rights issue to existing shatehotdons at Low shane toe ever 
3 shares held at the prive oF Rs, a. The market price oF shares inmediately betiv the rights isane was 
Rs.7, 

‘Total carmings In the year ending 31 December 2010 were Rx, 180,000, 

‘Total earnings in the year ending Jt December 2018 were Rs, 100,000, 


Required 
1) Calculate the Baste Karnings per share tor the year ended J December 2015, 
2) “Caleulate the Basie Earnings per shaw for the year ended A December 2010 along with 


comparatives, 
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Answer-22 W mE na 
. = a i 
Eariings peanae Weighted average number of shares ! 
1) 2015 
ae =- 180,000 
10,000 
is Rs. 16 per share 
2 2016 
} EPS = 150,000 
15,466 
= Rs. 9.69 per share 
201s prane n 16x Reciprocal of Right issue bonus Fraction 
16 x 6.25/7 i 


= Rs. 14.3 per share 
rage number of shares during 2016 


(W-1) Weighted ave 
Number 


Date * of shares 
Opening Shares on 1 January ___; 10,000 
New shares issued on 1 May 2016__ 5,000 
7 ` 15,000 

Rights share issue on 1 November 2016 (1 5,000/3 x 1)° a 7 
20,000 , 


(W-2) Right issue bonus Fraction ( Issued on 1 November) 


= Actual cum rights price 


Theoretical ex rights price 


= 716.25 k 
Theoretical ex-rights price ‘ 
Before (3 x Rs.7) 
New. (1 x Rs. 4) 
(4 x Rs 6.25 (bal)) 


After 


Weighted 
average 
Factor number 
x 4/12 x 716.25 3,733 
x 6/12 x 7/6.25 8,400 
x 2/12 3,333 
15,466 
Rs. 
21 
25 


Question-23 (New issue at full market price + Right issue at mid of the year) 


Super & Co., a listed company, has a financial year ending 30 April. 
On 1 May 2015, there were 29,564 shares in issue. 


On 1 July 2015, Super & Co. issued 7,820 new shares at full market price. 


On | January 2016, Super & Co. made a Ri i isti 
„S i ghts issue to existing sh 
shares held at the price of Rs. 15, The market price of riot oe Apek ka ban e 


Rs.68. .- 
Total earnings in the year ending 30 April 2016 were Rs. 7,950,000 


Total éarnings in the year ending 30 April 2015 were Rs. 1,268,000. 
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CHAPTER-08 


Required 
1) Calculate the Basic E 


IAS 33: EARNINGS PER SHARE 


arnings per share for the year ended 30 April 2015. 
2) Calculate the Basic Earnings per share for the year ended 30 April 2016 along with comparatives. 


Answer-23 š 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
E Weighted average number of shares in issue during the period 
1) 2015 i l 
EPS = 1,268,000 
29,564 
= Rs. 42.89 per share 
2) 2016 ; 
EPS = 7,950,000 
43,310 
= n Rs. 183.56 per share 
2015 (Restated) ` : 
EPS = 42.89 x Reciprocal of Right issue bonus Fraction 
42.89 x 57.69/68 
-= Rs. 36.39 per share 
(W-1) Weighted average number of shares during 2016 
: ` Weighted 
f ` Number ; average / 
_ Date i s of shares Factor number 
Opening Shares on 1 May 29,564 x 2/12 x 68/57.69 5,808 
New shares issued on 1 June 2015 f 7,820 . 
37,384 ` x 6/12 x 68/57.69 22,033 
Rights share issue on 1 January 2016 (37,384/29 x 7) 9,024 . ‘ 
46,408 x 4/12 15,469 
(W-2) Right issue bonus Fraction (Issued on 1 January) 
= Actual cum rights price 
Theoretical ex rights price g 
= 68/57.69 * 
Theoretical ex-rights price Rs. 
Before (29 x Rs.68) : e 1,972 
`. New (7 xRs. 15) i : 105 
After ’ - (36 x Rs. 57.69 (bal) ) 2,077 
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Question-24 (Right issue + new issue at full market price at mid of the year) 
King Kai & Co., a listed company, has a financial year ending 31 December. 
On 1 January 2016, there were 10,000 shares in issue. D 
On 1 August 2016, King Kai & Co. made a Rights issue to existing shareholders of 2 new shares ; 
every 4 shares held at the price of Rs. 5. The market price of shares immediately before the rights then 
) s Hes 


was Rs.9. 
On 1 October 2016, King Kai & Co. issued 8,000 new shares at full market price. 


Total earnings in the year ending 31 December 2016 were Rs. 110,000. 
Total earnings in the year ending 31 December 2015 were Rs. 90,000. 
Required’ 


1) ` Calculate the Basic Earnings per share for the year ended 31 December 2015. 
2) Calculate the Basic Earnings per share for the year ended 31 December 2016 along with 


comparatives. 


Answer-24 


Earnings per share = Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


1) 2015 
EPS = 90,000 
10,000 
= _ Rs. 9 per share 
2) 2016 
EPS = 110,000 
- 15,068 . 
= Rs. 7.3 per share 
2015 (Restated) j 
EPS = 9 x Reciprocal of Bonus Fraction 


= 9x 7.7/9 
= Rs. 7.7 per share 
(W-1) Weighted average number of shares during 2016 


& Weighted 
Number ; - . average 
Date of shares Factor number 
Opening Shares on 1 January l : 10,000 x 7/12 x 9/7.7 6,818 
Rights share issue on 1 August 2016 (10,000/4 x 2) 5,000 g 
l ~ 15,000 x2/12 ` - 2,500 
New Shares issued on 1 October 2016 8,000 
. eo 23,000 x 3/12 — 59 
: 15,068 


(W-2) Right issue bonus Fraction (Issued on 1 August) 
= Actual cum rights price 


Theoretical ex rights price 
= 9/7.7 
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Theoretical ex-rights price Rs. 

Before (4 x Rs.9) , 36 
New (2xRs.5) ` ‘ e's 
After (6 x Rs. 7.7 (bal)) 46 


Question-25 (Right issue + new issue at full market price at mid of the year) 

Devil Jin & Co., a listed company, has a financial year ending 30 November. 

On 1 December 2015, there were 1,564,583 shares in issue. 

On 1 May 2016, Devil Jin & Co. made a Rights issue to existing shareholders of 9 new 7 shares for every 
25 shares held at the price of Rs. 120. The market price of shares immediately before the rights issue was 
Rs.250. 

On 1 August 2016, Devil Jin & Co. issued 86,425-new shares at full market price. 

Total earnings in the year ending 30 November 2016 were Rs. 15,664,665. 

Total earnings in the year ending 30 November 2015 were Rs. 8,555,485. 

Required 

1) Calculate the Basic Earnings per share for the year ended 30 November 2015. 

2) Calculate the Basic Earnings per share for the year ended 30 November 2016 along ‘with 


comparatives. 
Answer-25 
Earnings per share = ; Earnings attributable to ordinary shareholders during a period 
3 Weighted average number of shares in issue during the period 
1) 2015 ` 

EPS T = 8.555.485 . 

` , 1,564,583 
š = ` Rs. 5.47 per share 

2) 2016 x 

EPS = 15,664,665 

. 2,026,004 
= Rs. 7.73 per share ` 

2015 (Restated) ` vos 

EPS ` 5.47 x Reciprocal of Right issue bonus Fraction 


= 5.47 x 215.59/250 
Rs. 4.72 per share 
(W-1) Weighted average number of shares during 2016 


Weighted 
i ; Number average 
Date š of shares Factor number 
Opening Shares on 1 December 1,564,583 x 5/12 x 250/215.59 755,960 
Rights share issue on 1 May 2016 (1,564, 583/25 x9) > _ 563,250_ : 
2,127,833 x 3/12 531,958 
New Shares issued on 1 August 2016 __ 86,425_ i 
2,214,258 ` x4/12 738,086 
2,026,004 
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(W-2) Right issue bonus Fraction (Issued on 1 May) 


= Actual cum rights price 


Theoretical ex rights price 


= 250/215.59 
Theoretical ex-rights price i fe 
Before (25 ee ai 
New ` (9 x Rs. 1,080 
(34 x Rs. 215.59 (bal)) E 


After 


Question-26 (Right issue + Bonus issue at mid of the year) 
Kazuya & Co., a listed company, has a financial year ending 31 Dec 


On 1 January 2016, there were 10,000 shares in issue. 

On | April 2016, Kazuya & Co. made a Rights issue to existing shareholders of 4 new shares for every 
5 shares held at the price of Rs. 2. The market price of shares just before the rights issue was Rs.3. 

_On 1 October 2016, Kazuya & Co. made a bonus issue to existing shareholders of 2 new shares for every 
5 shares held. ‘ 

Total earnings in the year ending 31 December 2016 were Rs. 120,000. . 

Total earnings in the year ending 31 December 2015 were Rs. 70,000. 


ember. 


a3 


177 -Gaq 5 


Required i . 
1) Calculate the Basic Earnings per share for the year ended 31 December 2015. 
2) Calculate the Basic Earnings per share for the year ended 31 December 2016 along with 


comparatives. 
Answer-26 


Earnings per share = ` Eamings attributable to ordinary shareholders during a period 


_ Weighted average number of shares in issue during the period 


1) 2015 
. EPS ` = ` 70,000 
l 10,000 
= Rs. 7 per share 
2) 2016 n 
g EPS = 120,000 
- 22,938 
s ` Rs. 5,2 per share 
2015 (Restated) i i 
‘EPS -~ = 7 x Reciprocal of Bonus Fraction'and Reciprocal of Right issue 
z 7 x 2:6/3 x 5/7 g 
=y Rs. 4.3 per share 
ge 
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(W-1) Weighted ay erage number of shares during 2016 


Weighted 
Hate Number average 
f shares Factor number ' 
Opening Shares on | January y 
10,000 x 3/12 x 3/2.6 l 
Right shares issued on 1 April 2016 (10,000/5 x 4) 8000 oe 4 he 
18,000 x 6/12 x 7/5 12,600 
Bonus shares issued on 1 October 2016 (18,000/5 x 2) 7,200 : 
i 25,200 » x 3/12 — 6300 
' : : f 22,938 
(W-2) Right issue bonus Fraction (Issued on 1 April) 
= Actual cum rights price 
Theoretical ex rights price 
= 3/2.6 f - . 
Theoretical ex-rights price Rs. 
Before (5 x Rs.3) ; i . , 15 
New (4 x Rs.2) : č 8 
After (9 x Rs.2.6 (bal)) : : 23 
(W-3) 
Bonus Issue 
Before. 5 
New , ; 2 
After . 4 e 4 «7? 


Question-27 (Right issue + Bonus issue at mid of the year) 
Cchi Cchi Michi & Co., a listed company, has a financial year ending 31 October. 
On 1 November 2015, there were 3,699,852 shares in issue. 


On 1 March 2016, Cchi Cchi Michi & Co. made a Rights issue to existing shareholders of 57 new shares 
for every 120 shares held at the price of Rs.150. The market price of shares just before the rights issue 


was Rs.341. 
On 1 October 2016, Cchi Cchi Michi & Co. made a bonus issue to existing shareholders of \ new share 


for every 25 shares held. 
Total earnings in the year ending 31 October 2016 were Rs. 25,255,461. 
Total earnings in the year ending 31 October r 2015 were Rs. 14,715,914. 


Required 
1) Calculate the Basic Earnings per share for the year ended 31 October 2015. 
`2) Calculate the Basic Earnings per share for the year ended 31 October 2016 along with 


comparatives. 


500 
O EE 


Scanned with CamScanner 


LAS 33: EARNINGS P 


CHAPTER-08 ER, 


Answer-27 ae : ; 
Gaendege per Jüt Earnings attributable to ordinary shareholders durine a Stig 
gs S Weighted average number of shares in issue during the Periog 


1) 2015 
EPS = 14,715,914 
3,699,852 
so Rs. 3.98 per share 
2) 2016 
EPS = 25,255,461 
5,348,552 
= Rs. 4.72 per share 
2015 (Restated): a 
EPS = 3.98 x Reciprocal of Right issue & Bonus Fraction 


= 3.98 x 279.5/341 x 25/26 
= Rs. 3.13 per share 
(W-1) Weighted average number of shares during 2016 


Weighted 
Number average 
Date \ i of shares Factor number 
x 4/12 x 341/279.5 
Opening Shares on 1 November 3,699,852 x 26/25 1,364.83 
Right shares issued on 1 March 2016(3,699,852/120 x 57) 1,757.430 č 
5,457,282 x 7/12 x 26/25 3.310/7; 
Bonus shares issued on 1 October 2016(5,457,282/25 x 1) 218,291 
5,675,573 x 1/12 472% 
5,348.58 
(W-2) Right issue bonus Fraction (Issued on 1 March) 
= Actual cum rights price 
Theoretical ex rights price 
= 341/279.5 
Theoretical ex-rights price Rs. 
Before i (120 x Rs.341) š 40,92 
New (57 x Rs. 150) o : 8.5K 
After “(177 x Rs.279.5 (bal)) 49,47 
(W-3) ` 
s Bonus Issvé 
Before : 25 
New E l 1 
After i : 26 
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LO6:: SHARE SPLIT 


Share solit å PON x a 
— ait a situation Where a share is subdivided into two or more shares. In EPS the 
nt of share split is similar to the treatment of bonus shares. 


Question-28 (Share split) 


A company had 10,000 ordinary shares in issue during 2011. On 1 April 2012, 12,000 shares were issued 


at market value. On 1 June 2012, there was a “ i 
; e , share split” whereby every 2 shares became 5 shares. 
The basic earings were Rs. 150,000 in 2011 and Rs. 261,250 in 2012. z i 


Required ‘a 
(ly Calculate the Basic Earnings per share for the-year ended 31 December 2011. 


(2) . Calculate the Basic Earnings per share for the year ended 31 December 2012 along with 
comparatives. ` 


” Answer-28 7 
Note for students: “Every 2 shares became 5 shares” means that a shareholder who is in possession of 2 
shares will get 3 new shares. i 


Earnings per share © = | i Earnings attributable to ordinary shareholders during a period 
Weighted average number of shares in issue during the period 


1) - 2011 . 
EPS Ae S _ 150,000 
10,000 
= Rs. 15 per share 
2) 2012 . s 
; EPS = f 261.250 


` 47,500 
Rs. 5.5 per share ` 


2011 (Restated) 


EPS = 15 x Reciprocal of'share split 
: = 15 x 2/5— 7 
= Rs. 6 per share 
(W-1) Weighted average number of shares during 2012 ~° 
Weighted 
Number average . 
Date ofshares - Factor number 
Opening Shares on 1 January . 10,000 x 3/12 x 5/2 6,250 
New issued shares.on 1 April 2012 12,000 ` . . 
. 22,000 x 2/12 x 5/2 9,167 
Increase dué to Share split on 1 June 2012 (22,000/2 x 3): _ 33,000, ` 
: 55,000 x 7/12 32,083. 
i 47,500 
(W-2). rm l 
g Share split 
Before l A 
New ; z f - 3 
After i ; 
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Question-29 


Ghani Ltd. which has a year end of 31st December, carried out a 3 for 2 share pit arrangement on 304 
June 2016. 

Following information relates to Ghani Ltd.: 

Ordinary Shares as on Ist January 2015 = 6,000,000 

Earnings attributable to ordinary shareholders: 

2015 = Rs.8,000,000 ~ 

2016 = Rs.8,000,000 


Required 
l. Calculate the Basic Earnings per share for the year ended 31 December 2015. 
2. Calculate the Basic Earnings per share for the year ended 31 December 2016 along wiy 


com paratives. 


Answer-29 B 
Earnings per share = . Earnings attributable to ordinary shareholders during a period 
Weighted average number of shares in issue during the period 
1) 2015 
EPS = 8,000,000 
i 6,000,000 
, = Rs.1.33 per share 
2) 2016 : 
EPS = 8,000,000 
f 9,000,000 
= Rs.0.89 per share 
2015 (Restated) 
EPS = 1.33 x Reciprocal of share split 
=) 1.33 x 2/3 
: = Rs.0.89 per share 
(W-1) Weighted average number of shares during 2016 
Weighted 
. Number of average 
Date \ _ shares Factor number 
Opening Shares on 1 January 2016 6,000,000 x6/I12x3/2 4,500,000 


Increase due to Share split on 30 June 2016 (6,000,000/2 x 1) __ 3,000,000 
9,000,000 x 6/12 4,500,000 


9,000,000 
(W-2) 
Share split 
Before 2 
New l 
After 3 
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Question-30 


A company had 269,000 ordinary shares in issue during 2015, On 1 September 2016, 96,000 shares were 
issued at market value. On 1 November 2016, there was a share split whereby every 3 shares became 7 
~ shares, The basic eamings were Rs. 1,500,000 in 2015 and Rs, 3,612,500 in 2016, 


Required 
1. Calculate the Basic Earnings per share for the year ended 31 December 2015, 
2 Calculate the Basic Earnings per share for the year ended 31 December 2016 along with 
comparatives. 
Answer-30 i 
Earnings per share = Earnings attributable to ordinary sharcholders during a period 
Weighted average number of shares in issue during the period 
1) 2015 
EPS = 1,500,000 
269,000 
= 5 Rs. 5.58 per share 
2) 2016 
EPS = 3,612,500 
702,333 
= ` Rs. 5.14 per share 
2015 (Restated) à 
EPS = 5.58 x Reciprocal of share split 
` = 5.58 x 3/7 
= ` Rs. 2.39 per share 
(W-1) Weighted average number of shares during 2016 
i Weighted 
s Number of . average 
Date shares Factor number 
Opening Shares on 1 January 2016 l 269,000 x 8/12 x 7/3 418,444 
New issued shares on 1 September 2016 ___96,000_ 
i 365,000 x 2/12 x 7/3 141,944 
Increase due to Share split on 1 November 2016 (365,000/3 x 4)___486,667 
- š . 851,667 x2/12 141,945 
702,333 
_ (W-2) 
Share split 
Before - aa g 
New ~ : 4 
After , í 
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1 SHARE SPLIT 


REVERSI 
or mo 
he exception tha 


It is reverse of split, 4) 
ber of shares involyeq : 
ay 


Lot = lid re shares re l. 
A share consoli tthe num 
treatment is very simi 
subtracted rather than, added. 


bination of 2 
plit with t 


ation is the com 
lar to that of a $ 


uestion-31 (Share consolidation 
A company had 12,000 ordinary shares in 
On 1 November 20X3, the company cons 
into 1 share. 


issue during 20X2. 


olidated its shares such t ares were consolidate 


hat every 3 sh 


gs in 20X2 were Rs. 24,000 and Rs. 24,000 in 20X3. 


The basic earnin 
Answer-31 ; ; 
Note for students: “Every 3 shares were consolidated into | share” means that a shareholder who is jn 
possession of 3 shares will lose 2 old shares. : s 
A ʻi 


gi 
= . 
oy P . r A 
5 7 Earnings per share <= Earnings attributable t in arehold ring a 
© 5 Weighted average number of shares in issue during the period 
ic 1) 20X2 . 
CE EPS = 4 24,000 
ir 12,000 
- = Rs. 2 per share 
*2) 20X3 
EPS + 24,000 ° 
i 4000. o 
t = Rs. 6 per share 
20X2 (Restated) s 
; EPS 2 x Reciprocal of share consolidation 


2x3/1 
Rs. 6 per share 


tou 


(W-1) Weighted average number of shares during 20X3 < 


i Number Weighted 
ie ie ` : ; average 
: s 
Opening Shares on 1 January : i 12,000 x kinia E 
Reduction due to Share consolidation on 1.11.20X3 (12,000/3 x 2) (8,000) 
. ; i 4,000 x 2/12 667 
na ; l i 4,000 
Share 
Ba.. . , consolidation 
Loss i : 
After ` . (2) 
l 
f. 
/ 
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Question-32 


ABC Ltd. which has a year end of 3 lst December, carried out a 2 for 3 share consolidation arrangement 
on 30th June 2016. 


Following information relates to ABC Ltd.: 

Ordinary Shares as on Ist January 2015 = 6,000,000 

Earnings attributable to ordinary shareholders: 

2015 = Rs.4,000,000 

2016 = Rs.4,000,000 

Required 

1. Calculate the Basic Earnings per share for the year ended 31 December 2015. 


2: Calculate the Basic Earnings per share for the year ended 31 December 2016 along with 
comparatives. 


Answer-32 


Earnings per share = Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


1) 2015 
` EPS = 4,000,000 
6,000,000 
= Rs.0.667 per share 
2) 2016 i ~. 
i EPS = 4,000,000 
4,000,000 
Soo Rs.1 per share 
2015 (Restated) 7 i 
EPS = 


0.667 x Reciprocal of share consolidation 
= 0.667 x 3/2 


= Rs.1 per Share 
- (W-1) Weighted average number of shares during 2016 


. 


. Weighted 
Number of average 
Date shares Factor number 


Opening Shares on 1 January 2016 


Reduction due to Share consolidation on 30 June 2016 


6,000,000 x 6/12 x 2/3 2,000,000 
(6,000,000/3 x 1) - 


2,000,000) 


4,000,000 x 6/12 2,000,000 


i f 4,000,000 
(W-2) , a 
f Share 
consolidation- ` 
Before : i \ 3 
Loss . ` 1 
After i . ri 
&i 
S26 | 
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—— 1 March 2016, | 
— had 580,000 ordinary shares in issue on 30 November 2015. On 106.009 | 
shares were issued at market value. PE te wie cig 


i i icl 
On 1 September 2016, the company consolidated its shares st S 5756.766 in 2016. 


into 3 share. The basic earnings in 2015 were Rs. 3,223,200 and R 


Required 15. 
Calculate the Basic Earnings per share for the year ended 30 November 20 


A Calculate the Basic Earnings per share for the year ended 30 November 2016 along With 


comparatives. 


Answer-33 “ ` ba tod 
Earnings per share Earnings attributable to ordinary shareholders during a peri 


Weighted average number of shares in issue during the period 


x. 1) 2015 
e EPS = 3,223,200 
S - 580,000 
Q = = Rs. 5.56 per share 
rE 2) 2016 ; = 
Ra EPS ~= 5,756,766 
Pe 247,313 
= Rs, 23.28 per share 
2015 (Restated) - 2 
` EPS = "5.56 x Reciprocal of share consolidation 


5.56 x 8/3 
Rs. 14.83 per share 


(W-1) Weighted average number of shares during 2016 


© Weighted 

Number ` average 

Date : ofshares ` Factor number 
Opening Shares on 1 December 2015 580,000 x 3/12 x 3/8 54,375 


106,000 
686,000 x 6/12 x 3/8 128,625 


Reduction due to Share consolidation on 1.9.2016 (686,000/8 x 5) (428.750) 
. 257,250 ; X3/12 64,313 


New issued shares on 1 March 2016 


247,313 
(W-2) } 
a Share consolidation 
efore 8 
Loss ; : z 5 
After - 4 
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Question-34 
Shair Baz & Co., a listed company, has a financial year ending 28 February. 
On 1 March 2015, there were 2,658,550 shares in issuc. 


On I June 2015, the company consolidated its shares such that every 11 shares were consolidated into 5 
shares. 


‘On I October 2015, Shair Baz & Co. made a Rights issue to existing shareholders of 13 new shares for 
every 63 shares held at the price of Rs. 25. The market price of shares just before the rights issue was 
Rs. 64 per share. A 
On 1 December 2015, there was a share split whereby every 8 shares became 13 shares. 

Total earnings in the year ending 29 February 2016 were Rs. 8,545,000. 
Total earnings in the year ending 28 February 2015 were Rs. 5,561,000. 


Required 
l. Calculate the Basic Earnings per share for the year ended 28 February 2015. , 
2. Calculate the Basic Earnings per share for the year ended 29 February 2016 along with 


comparatives, 


Answer-34 


Earnings per share 


Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


1) 2015 
EPS =. 5,561,000 
; 2,658,550 
. = Rs. 2.09 per share 
2) 2016 
EPS = 8,545,000 
2,265,810 
= Rs. 3.77 per share A . 
2015 (Restated) 1 
EPS = 2.09 x Reciprocal of Right issue bonus Fraction , Share split & 


Share Consolidation 
= 2.09 x 11/5 x 57.33/64 x 8/13 
= Rs. 2.53 per share 
(W-1) Weighted average number of shares during 2016 


Weighted 
Number of - average 
Date ` ` ` i ‘shares Factor number 
g -x 3/12 x 5/11 x 
Opening Shares on 1 March 2015 2,658,550  64/57.33 x 13/8 ` 548,042 
Reduction due to Share consolidation on 1.6.2015 : ` 
(2,658,550/11 x 6) a (1,450,118) . 
; . 3 x 4/12 x 64/57.33 x 
1,208,432 13/8 730,722 
Right shares issued on | October (1,208,432/63 x 13) 249,359 
1,457,791 x 2/12 x 13/8 394,818 
Increase due to Share split on 1 December 2016 : 
(1,457,791/8 x 5) 911,119 
2,368,910 x 3/12 $92,228 
n -2.265.810 
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(W-2) 
l Q 13 
Before 6 
New/(Loss} 
After 
ion 

Right issue bonus Fract , 

=" a Actual cum rights price 
Theoretical ex rights price ; 
= 64/57.33 = re 

Theoretical ex-rights price P sasa 
Before (63 x Rs.64) 
New (13 x Rs. 25) E = 
After (76 x Rs.57.33 (bal)) 


Question-35 (Bonus issuc at mid of year) ; j 
Talha Chaudhry & Co., a listed company, has a financial year ending 30 November. 

On 1 December 2015, there were 97,000 shares in issue. Po PPA 

On 1 March 2016, there was a share split whereby every 4 shares esame e 

On 1 August 2016, Talha Chaudhry & Co. made a bonus issue to existing shareholders of 7 new share for 


every 12 shares held. 7 Piedini 
On 1 October 2016, the company consolidated its shares such that every 6 shares were consolidated into 


share, 
Total earnings in the year ending 30 November 2016 were Rs. 2,570,000. 


Total earnings in the year ending 30 November 2015 were Rs. 2,570,000, 


` Required 
hy Calculate the Basic Earnings per share for the year ended 30 November 2015. 
2. Calculate the Basic Earnings per share for the year ended 30 November 2016 along with 
comparatives. 2 
Answer-35 
Earnings per share = Earnings attributable to ordina shareholders dı a period 
- Weighted average number of shares in issue during the period 
1) 2015 á 
‘ EPS = 2,570,000 
2 ` 97,000 
= Rs. 26.49 hi 
2) 2016 es 
EPS .= 2,570,000 
44,796 : 
= Rs. 57. ` 
2015 (Restated) © 57.37 per share 
EPS = i E 
` 26.49 x Reciprocal of Bonus Fracti 
ti i 
n share'consolidation aioe 
= 26.49 x 4/7 x 12/19 x 6/1 
= Py Rs. 57,36 per share 
509 
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(W-1) Weighted average number of shares during 2016 


Weighted 
Number of average 
Date shares Factor number 
` x 3/12 x7/4 x 
Opening Shares on 1 December 97,000 19/12 x 1/6 11,199 
Increase due to Share split on 1 March 2016 (97,000/4 x 3) 72,750 _- 
x 5/12 x 
169,750 19/12 x 1/6 18,665 
Bonus shares issued on 1 August 2016 (169,750/12 x 7) 99,021 


268,771 x 2/12 x 1/6 7,466 


Reduction due to Share consolidation on 1.10.2016 (268,771/6 x 5)_ (223,976 
44,795 x2/12 7,466 


Á © 44,796 
(W-2) —— 
Share split- Bonus issue Share 
consolidation 
Before . 4 12 6 
New/(Loss) 3 7 (5) 
After 7 19 i 


LO8: PARTLY PAID ORDINARY SHARES 


The number of ordinary shares is calculated based on the number of fully paid shares. In order to 
do this partly paid shares are included as an equivalent number of fully paid shares to the extent 
they are entitled to participate in dividends. F 


` Question-36 


Company A has a financial year ending 31 December. 

On | January Year | there were 6,000,000 ordinary shares in issue. 

1,000,000 of these shares were partly paid to 75% of their value which entitles them to 75% dividend as 
„compared to a fully paid share. 

On | April, the remaining 25% of the value of the partly paid shares was received. 

Total earnings in Year 1 were Rs.24,750,000. 


Y 


Required 
Calculate EPS for Year 1 


Answer-36 r 


Earnings per share Earnings aitributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


Year 1 
EPS = 24,750,000 
5,937,500 
= Rs. 4.17 per share 
510 
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QW-1) Weighted average number of shares during the 
wn) Reig ited average number of shares during the period 


: Weighteg 
‘Number of average 
` je Factor number 
,000 x 3/12 1,437,509 
pnm Shares on January (6:000.000:250,000) 5,750, 
Receipt of paitly of balance on partly paid shares ‘teas 
fapitest tee 6,000,000 x 9/12 4,500,000 
l April to 31 December aso 


LO9: EARNINGS PER SHARE IN CASE OF DISCONTINUED OPERATIONS 
Earnings Per Share in case of Discontinued o; erations: Te PS 


Earnings fi i i i i arate] 
Earnings from discontinued operations are dealt with sep; : 
operations must also be disclosed, but this does not have to be disclosed on the e of the 
statement of profit or loss, Instead, it may be shown in a note to the financial statements. 


Question-37 (Basic EPS) . : 
In the year ended 31 December Year 1, Enti Rs.3,500,000, Of this, 


Entity G 9 ) Is 
Rs.3,000,000 was from continuing operations and Rs.500,000 from discontinued operations, It paid 


The preference shares were correctly classified as liabilities in accordance with IAS 32: * 


EPS E 500,000 


W 


Uestion-38 


It paid Ordinary dividends of Rs.150,000 and preference dividend 
y div 150, S Of R; -65,000, 
Were correctly classified as equity in accordance with IAS 32, 503,000. The is ae 


Entity G had ! million Ordinary Shares in issue throughout the year, 
Required 
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I 
Answer-38 ` 


EPS= Net profit (or loss) attributable to ordinary shareholders during a period 


weighted average number of shares in issue during the period 


Year 1 
EPS =5 3,000,000 - 65,000 

1,000,000 

= Rs. 2.94 per share(EPS from continued operation) 

EPS = 500,000 l 

1,000,000 

ý = Rs. 0.5 per share(EPS from discontinued operation) 

LO10: DILUTED EPS 3 : 


An entity might have potential ordinary shares in issue. There is a possibility that these will 
become actual ordinary shares at some time in the future. Potential ordinary shares do not impact 
calculation of basic EPS but d differ from basic EPS when there are potential 
ordinary shares in existence, 

Examples of potential ordinary shares include: 

Convertible bonds (debentures) 


Convertible preference shares 


iluted EPS might 


Share options or warrants 
(a) Definitions 


(i) Options, warrants and their equivalents are financial instr 
holder the right to purchase ordinary shares. 


If potential shares become 


uments that give the 


(ii) Dilution is a reduction in earnin 


resulting from the assumption that convertible instruments are converted, that 


ry shares are issued upon the 
Satisfaction of specified conditions. 
The objective of diluted EPS is c 


that is, to provide a measure of 
into account dilutive potential or 


Onsistent with that of b 
the performance of eac 
dinary shares outstandin 


asic earnings per share, 
h ordinary share taking 
g during the period. . 


` For the purpose of calculating diluted EPS, an enti 
attributable to ordinary equity holders, and the 
shares outstanding, for the effects of all dilutive po 


Not all potential ordinary shares ai 


ty shall adjust profit or loss 
weighted average number of 
tential ordinary shares, 


re dilutive, though, and may be anti-dilutive. 
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i i reduction in loss per share 
dss Anti-dilution is an increase in carnings per sg cece eee 
= Iting from the assumption that convertible instr wie 
ints ak warrants are exercised, or that ordinary shares a ë 
op a 


satisfaction of specified conditions. 
K p i inary shares are anti-dilutive , l 
A When potential ordinary s nti-dil i ai 
i When potential ordinary shares are anti-dilutive, they are disregarded in the. calculation 
of diluted EPS. The following summary is helpful: 


Convertible bonds ; : n 
Incremental EPS = Interest (net of tax) / ordinary shares obtainable on conversion Anti 
dilutive, when: 

“e Incremental EPS > basic earnings per share 


° Incremental EPS < basic loss per share 


vertible preference shares j 
ne EPS = Dividend for current period / ordinary shares obtainable on . 
conversion Anti-dilutive, when: 

. Incremental EPS > basic earnings per share 
° Incremental EPS < basic loss per share 
Options and warrants 
Anti-dilutive, when: 
° Options are ‘out of money’ in case of basic earnings per share 
. There is basic loss per share 
Options are ‘out of money’ when exercise price of the option exceeds share price. 
Nobody 
would pay an exercise price of Rs. 100 for something worth only Rs, 80. 
2. Convertible instruments ‘ 
When there are convertible bonds or convertible preference shares, diluted EPS is 
` calculated as follows, by making adjustments to total earnings and the number of shares 
in issue used in the basic EPS calculation. à ` 


Earnings ` : 
Earnings are adjusted because the entity would not have to pay the dividend or interest 
on the convertible securities, Sr 8 s 


an 
< 
o 
© 
= 
es 
mi 
z 

RE 


1117-000- zaa 


. For convertible preference shares, add back the preference dividend paid in the 
- year. Total earnings will be increased by the preference dividend saved, 


° For convertible bonds, add back the interest charge on the bonds in the year less 
the tax relief relating to that interest. Total earnings will increase by the interest 
saved less tax. ` 


Number of shares ; . 
The weighted average number of shares is increased, by adding the maximum number of 


new shares that would be created if all the potential ordinary shares were converted into 
actual ordinary shares. ' ‘ 


The additional number of shares is calculated on the assumption that they were in issue 
from the beginning of the year or from the date of issue whichever is later, f 


IAS 33 provides for use of most dilutive option when multiple conversion options are 
available. i e 
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If new convertibles are issued during the course of the year, the additional number of 


shares and the earnings adjustment are included only from the time that the convertibles 
were issued. 


Question 39 

Gold Limited 

Gold Limited (GL) has 12,000,000 ordinary shares and Rs. 4,000,000 5% convertible bonds in issue as at 
31 December 20X2, there have been no new issues of shares or bonds for several years. 

The bonds are convertible into ordinary shares in 20X3 or 20X4, at the following rates: 

° At 30 shares for every Rs. 100 of bonds if converted at 31 December 20X3 

AL25 shares for every Rs. 100 of bonds if converted at 31 December 20X4 


Total earnings for the year to 31 December 20X2 were Rs. 36,000,000. Tax is payable at a rate of 
30% on profits. 


Required: . 
Calculate basic EPS and diluted EPS for the year ended 31 December 20X2. (ICAP ST Example-15) 


Answer 39 


Rs. 36,000,000 


Basic EPS (20X2) = —— -2200000 hars- 
asic (20X2) 12,000,000 shares Rs.3 per share 


Convertible bonds 

Interest saying = Rs. 4,000,000 x 5% = Rs. 200,000 

Tax effect = Rs. 200,000 x 30% = Rs. 60,000 

Incremental earings = Rs. 200,000 — 60,000 = Rs. 140,000 

Incremental shares (maximum) = Rs. 4,000,000 / 100 x 30 shares = 1,200,000 shares 
Incremental EPS = Rs. 140,000 / 1,200,000 shares: = Rs. 0.1167 


These are potentially dilutive since incremental EPS is less than basic EPS. 
Rs. 36,000,000 + 140,000 


Diluted EPS (20x2) = 12,000,000 + 1,200,000 shares = Rs.2.74 per share 
3. Share options or warrants 


If the option holder exercises this right the number of shares would increase and the 
company would receive the cash paid for the shares and this would be available to invest 
in the business and in turn this would be expected to,boost its earnings. However, it is 
impossible to predict how total earnings will be affected when the cash is eventually 
received. 


This presents a problem. Including the shares in the diluted EPS calculation without 
adjusting the earnings would be inconsistent but it is not possible to adjust the earnings. 


IAS 33 solves this problem in quite a neat way. The amount that would be received on 
exercise of the options is treated as cash received from selling shares at full price with | 
the remaining shares having been given away. The shares sold at full price are not 
considered to be dilutive as any cash would be invested to earn the same return as earned 
in the period. It is only the free shares that are dilutive. 


Free shares can be calculated as follows: 
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Fair value* — Exercise price 


Fair value* 


Number of options in issue 


*Average share price during 
the period 


Di P! es in wal hted average number o 
iluted EPS can be calculated by adding free shares i l rA t ; g : i 
: 5 used in basic EPS calculation and not change in he amount of earni ngs n 
share: d 


required. 
Question 40 
Bronze Limited 


Bronze Limited (BL) had total eamin; 
shares in issue. f ; Siu wnat 
There are outstanding share options on 400,000 shares, which can be exercised ata future 

exercise price of Rs. 25 per share. 

The average market price of shares iri BL during Year 20X3 was Rs. 40. 


gs during Year 20X3 of Rs. 25,000,000. It has 5,000,000 ordinary 


Required: ` 5 Po 
Calculate basic EPS and diluted EPS for the year ended 31 December 20X3. (ICAP ST Example-17) 


Answer: 40 
Rs. 25,000,000 
i £ ,000, = Rs. h 
Basic EPS (20X3) 5,000,000 shares . Rs.5 pers are 


Share options 


These are dilutive since exercise price of Rs, 25 is less than share market Price of Rs. 40 ice. in the money 
options, 


Free shares = 400,000 options x (40-25) /40 = 150,000 shares 
Rs. 25,000,000 
Di PS = = 
iluted E (20X3) 5,000,000 + 150,000 share Rs. 4.85 per share 
4, Order of dilution 


When there are several types of potential ordinary share in issue, they should be ranked 
in order of dilution, with the most dilutive potential ordinary shares ranked first. In order 
to carry out the tanking the earnings per incremental share is found for each potential 
Ordinary share. This is the earnings adjustment that would be necessarily divided by the 


are Were j i i 
of diluted EPS, ncluded in the calculation 


Note that ‘in the money’ Options alway it 
l t ys rank first as the Increase th 
in the calculation without affecting the earnings ý Ber gahates 


£ 
v 
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LOIL: EARNINGS PER SHARE AS A PERFORMANCE MEASURE 
: 

Earnings per share and trends 

The price/earnings ratio 


The price/earnings ratio (P/E ratio) is a key stock market ratio. The P/E ratio is calculated as 
follows: 


Formula: Price earnings ratio 
P/E ratio = Market value of share 
Earnings per share 


. A high P/E ratio usually indicates that the stock exchange expects strong performance from the 
company in the future. Higher the P/E better it is for the company. i 


Significance of Earnings per share 


EPS is used by investors as a measure of the performance of companies in which they invest - or 
might possibly invest. Investors are usually interested in changes in a company’s EPS over time - 
trends - and also inthe size of EPS relative to the current market price of the company’s shares. 


EPS should therefore be calculated by all companies in a standard way, so that investors can 
obtain a reliable comparison between the EPS and P/E ratios of different companies. . 


The purpose of standardising the calculation and presentation of EPS is to make it easier for the 


users of financial statements to compare the performance of: 
. different entities in the same reporting period; and 


. the same entity for different reporting periods over time. 
LO12:PRESENTATION AND DISCLOSURE _ 

Presentation requirements 

An entity should present in the statement of profit or loss: 

. the basic EPS and 

° the diluted EPS 

for the profit or loss from continuing operations. 


For consolidated accounts, this is the EPS and diluted EPS attributable to the owners of the 
parent company. 


The basic EPS and diluted EPS should be presented with equal prominence for all the periods 
presented (the current year and the previous year). These figures are presented at the cid of the 
statement of profit or loss. : 


If the entity presents a separate statement of profit or loss: 
° the EPS and diluted EPS should be shown in this statement, and 
° not in the statement of comprehensive income. 


If there is a discontinued operation, the basic EPS and diluted EPS from discontinued operation 
should be shown either on the face of the statement of profit or loss or in a note to the financial 
statements. g - 

The basic and the diluted EPS should be presented, even if it is a negative figure (even if it is a 
loss per share). , 

If diluted earnings per share is reported for at least one period, it shall be reported for all periods 
presented, even.if it equals basic earnings per share. If basic and diluted earnings per share are 
equal, dual presentation can be accomplished in one line in the statement of comprehensive 
income. 


Disclosure requirements 
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$17 


IAS 33 also requires disclosure in a note to the financial statements of the following: * 


. The total amounts used as the numerators (total earnings figures) to calculate the pa., 
EPS and diluted EPS, and a reconciliation of these numerator figures to the profit or fe 
for the period j 
° The total amounts used in the denominators (weighted average number of Shares 
to calculate the basic EPS and diluted EPS, and a reconciliation of these 
denominator figures to each other. 
Additional measure of EPS ` 
An entity may disclose, in addition’ to basic and diluted earnings per share, amounts Per shay 
using a reported component of profit other than one required by IAS 33, for example, EPS base 


on operating profit or profit from major segment of the business. In such Case, th 
following requirements apply: 


tw 


e such amounts shall be calculated using the weighted average number of ordinary share 
determined in accordance with IAS 33. 


. Basic and diluted amounts per share relating to such a component shall be disclosed wit 
equal prominence and presented in the notes (not on face). i 


e An entity shall indicate the basis on which the numerator(s) is (are) determine 


including whether amounts per share are before tax or after tax. 


° If a component of profit is used that is not reported as a line item in the statement ¢ 


Profit or loss and other comprehensive income, a reconciliation shall be provided. 


- 
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EARNINGS PER SHARE 


PRACTICE QUESTIONS 


Question-1 (Full Market Price Twice) 

Company B has a financial year ending 31 December. 

On 1 January Year 3, there were 9,000,000 ordinary shares in issue. 

On 1 May, Company B issued 1,200,000 new share at full market price. 

On 1 October, it issued a further 1,800,000 new share, also at full market price. 
Total earnings in year 3 were Rs. 36,900,000. i 

Required 

Calculate the Earnings per share for the year ended 31 December year 3. ` 


Question-2 ( Bonus Shares issued at mid) 
Company C has a 31 December financial year end. 

_ On 1 January Year 5 it has 4,000,000 shares in issue. 
On 1 July Year 5 it made a 1 for 4 bonus issue.’ 
Total earnings in the year ending 31 December Year 5 were Rs. 20,000,000. 
Total earnings in the year ending 31 December Year 4 were Rs. 20,000,000. 


Required 

1) Calculate the Basic Earnings per share for the year ended 31 December Year 4. 

2) Calculate the Basic Earnings per share for the year ended 31 December Year 5 along with 
comparatives. * 


Question-3 ( Full Market Price + Bonus Shares Issued) 
Company D has a 31 December year end and had 2,000,000 ordinary shares in issue on 1 January Year 2. 


On 31 March Year 2, it issued 500,000 ordinary shares, at full market price. 
On 1 July Year 2, Company D made a 1 for 2 bonus issue. 

In Year 1, the EPS had been calculated as Rs.30 per share. 

In Year 2, total earnings were Rs. 85,500,000. 


Required 
Calculate the Basic Earnings per share for the year ended 31 December Year 2 along with comparatives. 


Question-4 ( Right Shares Issued + Full Market Price) 

Company F had 3 million ordinary shares įn issue on 1 January Year 7. 

On | April Year 7, it made a 1 for 2 rights issue of 1,500,000 ordinary shares at Rs.20 per share. 

The market price of the shares prior to the rights issue was Rs.50. 

An issue of 400,000 shares at full market price was then made on 1 August Year 7. 

In the year to 31 December Year 7, total earnings were Rs.17,468,750. In Year 6 EPS had been reported 
_ as Rs.3.5. 

Required 

Calculate the EPS for the year to 31 December Year 7, and the adjusted EPS for Year 6 for comparative 


purposes, 
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Question- 


company issued 200,000 share: et pri on I July 20X8. 
A company issued 200,000 shares at full market price (Rs.3) or y 
A co y Is <00, 


Relevant information 31.12 31.12 


20X8 20X7 


i 550,000 460,000 
Profit attributable to the ordinary shareholders for the year ending 
t a a y 
31 December 


1,000,000 800,000 
Number of ordinary shares in issue at 31 December 

Required 7 

1) Calculate the Basic Earnings per share for the year ended 31 December 20X 


8 along witk 
2) Calculate the Basie Earnings per share for the year ended 31 December Year 20X along with 
comparatives, 


Question-6 


R a) 
Gerard's eamings for the year ended 31 December 20X4 are Rs. 2,208,000. On 1 January 20X4, the 


issued share capital of Gerard was 8,280,000 ordinary shares of Rs. leach, The company issued 3,312,000 
shares at full market Value on 30 June 20X4. 


Required 
Calculate the EPS for Gerard for 20X4, 


Question-7 


s3 


444-000-343 


117-00 


31.12 31.12 
20X8 20X7 
Profit attributable to the ordinary shareholders for the year ending 
31 December ‘ 550,000 460,000 
Number of ordinary shares in issue at 31 December 1,200,000 1,000,000 
Required j >o 
> a} Calculate the Basic Earnings Per share for the year ended 3] December 20X7 
2) Calculate the Basic Eamings Per share for the year ended 3] Decem 
` comparatives, 


Question-8 


Dorabella Ple had the following capital and reserves on | April 20X1: 


Share capital (Rs,1 ordinary shares) 


Rs.000 

hare premium E 
Revaluation reserve 

Retained eamings 9, 300 
on an (Equity) ` 17.400 

Orabella Ple makes a bonus issue Of one share for every 
I > TY seven held, o 
Dorabella Ple’s results are i i re 


as follows: 


Scanned with CamScanner 


CHAPTER-08 IAS 33: EARNINGS PER SHARE 


31.March 31.March 


20X3 20X2 
Rs.000 Rs.000 
Profit after tax 1,150 750 
Required > 
1) Calculate the Basic Earnings per share for the year ended 31 March 20X1. 
2) Calculate the Basic Earnings per share for the year ended 31 March 20X2 along with 
comparatives. 
Question-9 


An entity had 1 million shares in issue on | January 20X1. They issued 200,000 shares at market value on 


1 April, followed by a 1 for 5 bonus issue on 1 August, with a further 300,000 issued at market value on 
1 October. 


Required 
If profit for the year ending 31 December 20X1 is Rs.220,000, what is the basic earnings per share? 


Question-10 


A company issued one new share for every two existing shares held by way of rights at Rs.1.50 per share 
on I July 20X8. Pre-issue market price was Rs.3.00 per share. 


Relevant information 


31.12 “31.12 

' 20X8 20X7. 
Profit attributable to the, ordinary shareholders for the year ending : 
31 December : Rs.550,000 Rs.460,000 
Number of ordinary shares in issue at 31 December 1,200,000 800,000 


Required 


1) Calculate the Basic Earnings per share for the year ended 31 December 20X7. 


2) Calculate the Basic Earnings per share for the year ended 31 December 20X8 along with 
comparatives. . ` 


Question-11 


On 31 December 20X1, the issued share capital consisted of 4,000,000 Ordinary shares of Rs.0.25 each. 
On 1 July 20X2 the company made a rights issue in the proportion of 1 for 4 at Rs.0.5 per share and the 
shares were quoted immediately before the issue at Rs.1. Its trading results for the last two years were as 


follows: 
Year ended 31 December 
20X1 20X2 
Rs. “Rs. 


Profit after tax 320,000 425,000 


Required 
1) Calculate the Basic Earnings per share for the year ended 31 December 20X1. 


2) Calculate the Basic Earnings per share for the year ended 31 December 20X2 along with 
comparatives. 


n 
t9 
o 
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anuary 20X4 an 


A i fom , ; 
3 Ye had 14 million ordinary shares in issuc on 1J 
ecember 20X5 it issued further shares, as follows: - 


d 20X5. In its financial year endeg | 


. On 1 April 20X5, 2 for 7 bonus shares issucd. 
e On 1 July 20X5 a rights issue of one for six at Rs.15 when the market price of the existing shares 
was Rs.20. . 
ry equity holders was reported for 20X5 and Rs.14 


A profit of R&.17 million attributable to the ordina 


million for 20X4. 
1 December 20X4. 


Required 
V Calculate the Basic Earnings per share for the year ended 3 
2): Calculate the Basic Earnings per share for the year ended 31 December 20X5 along with 
comparatives. 
Question-13 , 
sed stock exchange. Given below is an extract from its statement 


Turaco is a company listed on a recogni 


of comprehensive income for the year ended 31 December 20X6. ; 
Rs. 


500,000 
150,000 


Profit before tax 

Tax 

Profit after tax . 350,000 
The company paid an ordinary dividend of Rs.20,000 and a dividend on its redeemable preference shares 
of Rs.70,000. 

The company had Rs.1 
and authorised share ca 


Required 
What is the basic earnings per share fi 


„per share is Rs.0.50 in issue throughout the year 


00,000 of share capital .. Par value 
pital of 1,000,000 ordinary shares. 
gure for the year according to IAS 33 Earnings per Share? 


tements for the year ended 


Question-14 
Puffbird is a company listed on a recognised stock exchange. Its financial sta 
31 December 20X6 showed earnings per share of Rs.0.95. 

a one for three bonus issue. 


On 1 July 20X7 Puffbird made 
hown as 


. Required . 
According to IAS 33 Earnings per Share, what figure for the 20X6 earnings per share will be s 
comparative information in the financial statements for the year ended 31 December 20X7? 


~ 


Question-15 
The Urtica Company is listed on a recognised stock exchange. , 
r ended 31 December 20X6, the company had 5 million ordinary shares of Rs.1 and 
deemable preference shares of Rs. 1 in issue. 
0.000 and the tax charge was Rs.75,000. 


During the yea 
he year was Rs.300,00 


500,000 6% irre 
Profit before tax for t 
Required l 
According to IAS 33 Earnings per Share, what is Urtica's basic earnings per share for the year? 
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Question-16 
The Garfish Company had Profits after tax of Rs.3 million in the year ended 31 December 20X7. 


On I January 20X7, Garfish had 2.4 million ordinary shares in issue. On 1 April 20X7 Garfish made a 
one for two rights issue at a Price of Rs.1.4 when the market price of Garfish's shares was Rs.2 
Required 


What is Garfish's basic earings per share figure for the year ended 31 December 20X7, according to [AS 
33 Earnings per Share? 


Question-17 


The Sakho Company has 850,000 or 


dinary shares in issue o 
transactions in the year ended 31 De 


cember 20X7. i 
(i) ` A one for five bonus issue on 1 May 20X7 


(ii) A two for five rights issue on | September 20X7 at Rs.0.45 when the market price was Rs.1.50. 
Required 


n | January 20X7 and had the following share 


Indicate whether the following statements are true o 
(a) The basic earnin 
fraction of 5/6, 


(b) For the calculation of 20X7 basic earnin 
rights issue has to be adjusted by a right 


Question-18 


On 1 January the issued share 
each and 10 million ordinary s 
Rs.5,950,000. 


Required 


Calculate the EPS (for (a) - (d)) separately in respect of the year ended 31 December 20X7 for each of the 
following independent circumstances, on the basis that: 


(a) There was no chan 
December 


(b) The company made a bonus issue on 
issue at 30 September 


(c) The company issued 1 share for every 10 shares on 1 August at full market value of Rs.4 


(d) The-company made a rights issue of 1 ordinary share on 1 October in t 
3 shares held, at a price of Rs.3. The mi 
quotation cum rights was Rs.4 per share ` 


Question-19 ` ` 


XYZ limited company has the following profit after tax figures; 


r false according to IAS 33 Earnings per Share. 
gs per share for the year ended 31 December 20X6 has to be adjusted by a 


gs per share, the number of shares in issue prior to the 
s fraction of 1.50/1.20. 


capital of Pillbox was 1 


2 million, redeemable preference shares of Rs. 1 
hares of Rs.1 each. The 


earnings for the year ended 3] December were 


ge in the issued share capital of the company, during the year,ended 31 


1 October. of one ordinary share for every four shares in 
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IAS 33: EARNINGS PER Shlang 


CHAPTER-08 a 
: the compan, 
500,000. During 2007 pany announce, 


; i re 
On 1.1.2007, the number of shares outstanding We 
right share with the following detail. 
Rights: 1 new share for every 5 shares held 


ely prior to exercise of rights on 1.3.2007 i 


Last date to exercise the right is 1.3.2007 
i iat 
The market value of one share of the company immed 


Rs. 11. i P 
2007 also show comparatives, 


Required 08. For 
Calculate the EPS for the year ended 31.12.2006. 2007 and 2008. 
Question-20 n 
ded June 30; 
BE limited Following information relates to the company for tie year ena Rs 
à “ 2001 2009 


(8,000,000) 6,500,099 


Net (loss)/profit after tax ` 
1,200,000 1,000,009 
500,000 500,00 


Ordinary share capital 
10% cumulative preference shares 


All the shares of the company are of Rs.1 each. 
d 20,000 ordinary shares for cash on January 1, 2000 (if nothing is mentioned then 


° Company issue 
assume that at full market value) 
f 30% and bonus shares of 20% in the year 2000. The bonus 


° Company declared cash dividend o 
shares were issued to the shareholders on January 1, 2001. 
Required ` 
1) Calculate the Basic Earnings per share for the year ended 30 June 20X0. 
2) Calculate the Basic Earnings per share for the year ended 30 June 20X1 along with comparatives 
Question-21 ; . 
2 million ordinary shares in issue and the earnings ptt 


In the year ended 31 December 20X6, there were 1 
share was calculated as Rs.0.333 per share. In the year ended 31 December 20X7 the earnings available 


for ordinary shareholders amounted to Rs.5 million. 
On 30 September 20X7 the company made a one for four bonus issue. 


Required 
What is the EPS for the year ended 31 December 20X7 and the restated EPS for the year ende 


31 December 20X6? 


Question-22 
20X6, there were 12 million ordinary shares in issue and that earning 


` In the year ended 31 December 
available for ordinary shareholders was Rs.4 million. In the year ended 31 December 20X7 the eamin 


available for ordinary shareholders amounted to Rs.5 million, 
On 31 March 20X7 the company issued two million extra shares for cash 


Required : 

1) Calculate the Basic Earnings per share for the year ended 31 December 20X6 

2 Calculate the Basic Earnings per share for t ` > 

) comparatives. ` ' r the year ended 31 December 20X7 along W 
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CHAPTER-08 4 IAS 33: EARN 


Question-23 

In the year ended 31 December 20X6, there were 12 million ordinary shares in issue and the earnings per 

share was calculated as Rs.0.333 per share.’In the year ended 31 December 20X7 the earnings available 

for ordinary shareholders amounted to Rs.5 million. 

The company made a one. for five rights issue on 30 June 20X7 at a price of Rs.1,50 and the cum rights 

price on the last day before the rights issue was Rs2. 

Required 

1) Calculate the Basic Earnings per share for the year ended 31 December 20X6. 

2) Calculate the Basic Earnings per share for the year ended 31 December 20X7 along with 
comparatives, 


westion-2. 
Beta & Co., a listed company, has a financial year ending 30 November, 
On 1 December 2015, there were 97,000 shares in issue. 
On | February 2016 Beta & Co, Issued 5,000 new shares for Rs.15 at market price. 
On | April 2016, Beta & Co, made a bonus issue to existing shareholders of 3 new share for every 8 
shares held. 
On 30 June 2016, there was a share split whereby every 5 shares became 8 shares. 
On 1 October 2016, the company consolidated its shares such that every 8 shares were consolidated into 2 
shares. 
Total earnings in the year ending 30 November 2016 were Rs. 5,860,000. 
Total earnings in the year ending 30 November 2015 were Rs. 5,860,000. 


Required E . 
i Calculate the Basic Earnings per share for the year ended 30 November 2015. 
2. Calculate the Basic Earnings per share for the year ended 30 November 2016 along with 


comparatives. 


Question-25 


Delta & Co., a listed company, has a financial year ending 28 February. 

On 1 March 2015, there were 870,000 shares in issue. + 

On 31 July 2015 Delta & Co, Issued 96,000 new shares for Rs.70 at market price. 

On 30 September 2015, there was a share split whereby every 3 shares became 9 shares. 

On 1 December 2015, Delta & Co. made a bonus issue to existing shareholders of 5 new share for every 7 


shares held. 2 Š 
On | February 2016, the company consoiidated its shares such that every 10 shares were consolidated 


into 3 shares. 

Total earnings in the year ending 28 February 2016 were Rs. 85,997,220. 

Total earnings in the year ending 28 February 2015 were Rs. 75,455,523. 

Required š 

1, Calculate the Basic Earnings per share for the year ended 28 February 2015. 

2 Calculate the Basic Earnings per share for the year ended 28 February 2016 along with 
comparatives. ` 7 
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IAS 33: EARNE SA ASSUARE 


CHAPTER-08 


Question-26 


in 
Gamma & Co., a listed company, has a financial year end 
On 1 October 2015, there were 9,870,556 shares in issue. for Rs-56 at market price. 
at every 9 shares were consolidated into 


ares 
On 31 December 2015 Gamma & Co, Issued 895,556 new xi th 
On 1 February 2016, the company consolidated its shares SU 
holders of 5 new share for every 7 


ing 30 September. 


. © shares, share 
On 1 June 2016, Gamma & Co. made a bonus issue to existing 


shares held. bec 
On 30A 2 hereby every 1 shares 
3 ugust 2016, there was a share split Ww Rs. 83.665, 463 


Total earnings in the year ending 30 September 2016 were 46,354. 
Total eamings in the year ending 30 September 2015 were Rs. 86,546, ' 


ame 7 shares. 


0 September 2015. 


Required 
ded 30 September 2016 along with 


l. Calculate the Basic Earnings per share for the year ended 3 
2. Calculate the Basic Earnings per share for the year en 


' 


comparatives. 


Question-27 


Aindawal & Co., a listed company, has a financial year ending 30 June 


On 1 July 2015, there were 9,870,556 shares in issue. 
On 30 August 2015, there was a share split whereby every 5 shares became 6 shares. 


On 31 December 2015 Aindawal & Co, Issued 35,000 new shares for Rs.20 at market price 


On 30 March 2016, there was a share split whereby every 3 shares became 7 shares. 
On 1 May 2016, the company consolidated its shares such that every 9 shares were consolidated into 4 


shares. 
Total earnings in the year ending 30 June 2016 were Rs. 5,564,544 
Total earnings in the year ending 30 June 2015 were Rs. 4,535,431. 


Required 
l; Calculate the Basic Earnings per share for the year ended 30 June 2015 
Calculate the Basic Earnings per share for the year ended,30 June 2016 along with comparatives 


9 


dl. 
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CHAPTER-08 TAS 33: EARNINGS PER SHARE 


Question-28 


Sega & Co., a listed company, has a financial year ending 30 November. 

On | December 2015, there were 97,000 shares in issue. 

On 1 February Sega & Co, Issued 5,000 new shares at market price. 

On 1 April 2016, Sega & Co. made a bonus issue to existing shareholders of 3 new shares for every 8 


shares held. 
On I September 2016, the company consolidated its shares such that every 8 shares were consolidated 


into 2 shares F 
On | October 2016, Sega & Co. made a right issue to existing shareholders of 3 new shares for every 5 
held at the price of Rs. 7. The market price of shares just before the rights issue was Rs, 12 per share. 


Total earnings in the year ending 30 November 2016 were Rs. 780,600. 
Total earnings in the year ending 30 November 2015 were Rs. 580,200. 


Required 
1. ` Calculate the Basic Earnings per share for the year ended 30 November 2015. 
2. Calculate the Basic Eamings per share for the year ended 30 November 2016 along with 
comparatives. 
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IAS 33: EARNINGS PER SHARE 


SOLUTIONS 


- . H d 
ť s during a perio! 
Answer-1 , : inary shareholders du riod 
Earnings per share = Earnings attributable to coger in issue during the pe 


Weighted average number 0 


Year 3 é 
EPS = 36,900,000 
' 10,250,000 
= 3.6 per share 
(W-1) Weighted average number of shares during the period y% Weighted 
ber of average 
Dat Mie Factor number 
ate 
/12 3,000,000 
Opening Shares on 1 January - aon ii 
New issued shares on 1 M „e j 
1 May to 30 September -10,200,000 x5/12 ` 4,250,000 
New issued shares on 1 October ' wale 12 3,000,000 
1 October to 31 December 12,000,000 ald -nann 
10,250,000 
Answer-2 


Earnings per share = Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


1) 
Year 4 
EPS = 20,000,000 
4,000,000 
= 5 per share 
2) ‘ 
Year 5 
EPS = 20,000,000 
5,000,000 
= 4 per share 
Year 4 (Restated) 
EPS : 


5 x Reciprocal of Bonus Fraction 
5x 4/5 


4 per share 
p 


(W-1) Weighted average number of shares during the period 


tou 


Weighted 

a Number of sae 

sits Shares , Factor number 
Opening Shares (1 January to 30 June) ~ 4,000,00 


Bonus shares issued on | July (4,000,000/4 x 1) a X 6/12 x 5/4 2,500,000 


1,000,00 
- 5,000,000 x 6/12 2,500,000 
5,000,000 
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CHAPTER-08 


(W-2) 


Before 
New 
After 


Answer-3 


Earnings per share 


Year 2 
EPS 


Year 1 (Restated 
EPS ‘ 


Il 


IAS 33: EARNINGS PER SHARE 


Bonus issue 
4 
1 
5 


Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


85.500.000 
3,562,500 
24 per share 


30 x Reciprocal of Bonus Fraction 


= 30 x 2/3 
= 20 per share 
(W-1) Weighted average number of shares during the period 
a Weighted 
Number of average 
Date shares Factor number 
Opening Shares (1 January to 31 March) 2,000,000 x 3/12 x 3/2 - 750,000 
Shares issued at full price on 31 March ` 500,000 
1 April to 30 June 2,500,000 x 3/12 x3/2 937,500 
Bonus Share issued on 1 July, (2,500,000/2 x 1) 1,250,000 
(1 July to 31 December) 3,750,000 x 6/12 1,875,000 
. 3,562.500 
(W-2) , 
Bonus issue 
~ Before 2 
New ` 1l 
After ~ 3 
Answer-4 


Earnings per share 


Year 7 
EPS 


Year 6 (Restated) 
EPS 
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i] 


Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


17,468,750 
4,479,167 
3.9 per share 


3.5 x Reciprocal of Right issue Bonus Fraction 


3.5 x 40/50 
2.8 per share 
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JAS 33: EARNINGS PER oy 
CHAPTER Akg 
APTER-OR 


Weight. d 


pa of aVerape 
es Factor nu 


4 Pan 000 x 3/12 x 50/40 937,50) 


, i od 
(W-D Weighted ayerage number of shares during the pert 


Date 
Opening Shares on 1 January 1,500,000_. 
Right shares Issued on | April (3,000,000 /2 xl) 4,500,000 x 4/12 1,500,069 
Shares issued at full k | August 400 oon x 5/12 2, 
` aN Issued at Mull market price on ug 10) 
~4,900,000_ ; a s 
6T 
(W-2) Right issue bonus Fraction 
= Actual cum rights price 
Theoretical ex rights price 
= 50/40 
‘Theoretical ex-rights price üi 
Before (2 x Rs.50) 109 
New (1 x Rs, 20) ie 
Alter (3 x Rs.40 (bal) 120 


Answer-5 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
f shares in issue aac the period 


Weighted average number o 


1) 
20X7 
EPS = 460,000 
800,000 
= 0.575 per share 
2) 
20X8 
EPS = 550,000 
900,000 
= 0.611 per share 
(W-1) Weighted average number of shares during 20X8 
: Weighted 
Number of average 
Date shares Factor number 
Opening Shares on 1 January f 800,000 x6/12 400,000 
New Share Issued on | July 200,000 ’ 
1,000,000 x 6/12 500,000 
900,000 


Answer-6 


Earnings per share = zarnings attributable to ordinary shareholders during a period. 


Weighted average number of shares in issue during the period 


a 


i 
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CHAPTER-08 


IAS 33: EARNINGS PER SHARE 


20X4 
EPS = 2,208,000 
9,936,000 
= 0.22 per share 
(W-1) Weighted average number of shares during 20X4 
` . Weighted 
Number of average 
Date shares Factor number 
Opening Shares on 1 January 8,280,000 x 6/12 4,140,000 


New Share Issued on 30 June 


Answer-7 


Earnings per share = 


1) 
_ 20X7 i 
EPS = 


2) 
20X8 
EPS = 


20X7 (Restated) 
EPS 


3,312,000 
11,592,000 - x6/12 5,796,000 


9,936,000. 


Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


460.000 ` 
1,000,000 
0.46 per share 


550,000 
1,200,000 
0.458 per share 


0.46 x Reciprocal of Bonus Fraction 
0.46 x 5/6 
0.383 per share 


(W-1) Weighted average number of shares during 20X8 


Date 


Opening Shares on 1 ‘January 


Weighted 
Number of average 
shares Factor number 
1,000,000 x 6/12 x 6/5 600,000 


Bonus Share Issued on 1 July (1,000,000/5 x 1) 200,000 


(W-2) 
Before 


New 
After 
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1,200,000 x 6/12 600,000 
1,200,000 


\ Bonus issue 
5 
1 
6 


Scanned with CamScanner 


CHAPTER.08 


Earnings per share =! Earnings attribut 
1) Weighted average num 
20X2 E 
j ii 750,000 
7,000,000 
c 0.107 per share 
2) 
20X3 
ii E 1,150,000 
8,000,000 


0.144 per share 
20X2 (Restated) 
EPS 

0.107 x 7/8 
0.094 per share 


(W-1) Weighted average number of shares during 20X3 


Date 
Opening Shares on 1 January 
Bonus Share Issued on 31 August (7,000,000/7 x 1) 


(W-2) 


Before 
New 
After 


Answer-9 
20X1 


EPS = 220,000 


1,455,000 
= , 0.151 per share 


(W-1) Weighted average number of shares during 20X1 


Date 
Opening Shares on 1 January 
New Shares Issued on 1 April 


Bonus Shares Issued on 1 August(1,200,000/5 x1 ) 


New Shares Issued on 1 October 


531 


able to ordi 
ber o 


0.107 x Reciprocal of Bonus Fraction 


1AS 33: EARNINGS PER SHAR, l 


, shareholders during a period 
issue during the period 


na j 
f shares 1n 


Weighted 
Number of average 
shares Factor number 
7,000,000 x 8/12 x 8/7 5,333,333 
8,000,000 x 4/12 — 2,666,667 
8,000,000 
Share issue 
p 
1 
8 
; Weighted 
Number of average 
shares Factor number 
1,000,000 x 3/12 x 6/5 » 300,000 
200,000 
1,200,000 x 4/12 x 6/5 480,000 
240,000 
1,440,000 x 2/12 240,000 
300,000 
A,740,000  x3/12 435,000 
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CHAPTER-08 


(W-2) 


Before 
New 
After 


Answer-10 
Earnings per share 


1) 
20X7 
EPS 


2) 
20X8 
EPS 


20X7 (Restated) 
EPS 


I 


IAS 33: EARNINGS PER SHARE 


Bonus issue 


5 
1 
6 


- 


- Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


460,000 - 
800,000 
0.575 per share 


550,000 
1,080,000 . 
0.509 per share 


0.575 x Reciprocal of Right issue bonus Fraction 


(W-1) Weighted average — of shares during 20X8 


Date 


Opening Shares on 1 January 
Right shares issued on 1 July (800,000/2 x 1) 


0.575 x 2.5/3 
0.479 per share 
` Number of 
shares Factor 
800,000 “x 6/12 x 3/2.5 
400,000 
1,200,000 x 6/12 


(W-2) Right i issue 1e bonus Fraction 
Actual cum rights price 


Theoretical ex rights price 
3/2.5 


Theoretical ex-rights price 


Before 
New 


After 
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(2 x Rs.3) 
(1 xRs. 1.5) 
(3 x Rs.2.5 (bal)) 


Scanned with CamScanner 


Weighted 
average 

` number 
- 480,000 


600,000 
1,080,000 


1.5 
7.5 


i g 33: EARNINGS PER sy 
CHAPTER-08 1A A 


s during a period 


yarcholdersdu ' 
shu juring the period 


Answer-t 
es in issue ¢ 


Larnings per share Earnings attributable! 
Weiphted average nun 


o ordinary. 
iber of shar 


1) 
20X1 
EPS 320,000 
4,000,000 
0.08 per share 
2) 
20X2 
EPS " 425,000 
4,722,222 
j er 0.09 per share 
OX1 (Restated) : : Fracti 
EPS = 0.08 x Reciprocal of Right issue bonus Fraction 
z 0.08 x 0.9/1 
e 0.072 per share 
W- siphte rerape ` are inp 
(W-1) Weighted average number of shares during 20X2 Weighted 
Number of average 
Date shares cae number 
Opening Shares on 1 January penn x 6/12 x 1/0.9 2,222,222 
Right shares issued on 1 July (4,000,000/4 x 1) __1,000,000_ 
r 5,000,000 x 6/12 2,500,005 
4,722,222 
(W-2) Right issue bonus Fraction 
> Actual cum rights price 
Theoretical ex rights price 
= 1/0.9 
Theoretical ex-rights price Rs, 
Before (4 x Rs.1) 4 
New (I x Rs.0.5) 0.5 
After (5 x Rs.0.9 (bal)) 4.5 
Answer-12 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
M Weighted average number of shares in issue during the period 
20X4 
EPS = 14,000,000 
14,000,000 
= 1 per share 
2) 
20X5 ° 
EPS = 17,000,000 
31,495,335 
= i 0.54 per share 
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‘HAPTER-08 


0X4 (Restated) 
PS 

1 x 2/9 x 19.29/20 
0.214 per share 
N-1) Weighted average number of shares during 20X5 


"N 


Number of 
ate shares 
pening Shares on 1 January 14,000,000 
onus shares issued on 1 April(14,000,000/7x2) 4,000,000 

18,000,000 
ight shares issued on 1 July(18,000,000/6 x1) 3,000,000 
21,000,000 


V-2) Right issue bonus Fraction ` 


= Actual cum rights price 
Theoretical ex rights price 
= 20/19.29 f 


aeoretical ex-rights price 
efore 

ew 

fter 


(6 x Rs.20) 
(1 xRs. 15) 
(7 x Rs.19.29 (bal)) 


V-3) 
afore 
aw 
fter 


aswer-13 


ofit (or loss) for the year (per the statement of comprehensive) 
‘ss fixed preference dividends 
wnings attributable to ordinary shareholders 


1 x Reciprocal of Right issue bonus Fraction 


Factor 
x 3/12 x 9/2 
x20/19,29 
x 3/12 x 20/19.29 


x 6/12 


IAS 33: EARNINGS PER SHARE 


Weighted 
average 
number 


16,329,705 
4,665,630 


10,500,000 
31,495,335 


Rs. 
120 
15 
135 


Bonus issue 
~oy 
2 
9 


Rs 
350,000 
(0) 
350,000 


ı the shares are redeemable the dividend of preference shares is already deducted as finance cost while 


‘iving at profit after tax of 350,000, Thus ignored. 


p i 
mings per share Number of ordinary shares 


350,000 
100,000. 

os 

= 1.75 per share 
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IAS 33: 


CHAPTER-08 


Answer-14 , 
tion 


20X6 (Restated) 
S 


s Frac 
" 0.95 x Reciprocal of bonus F 


0.95 x 3/4 
0.71 per share 


(W-2) Bonus issue 
3 
Before | 
New 4 
After 
Answer-15 Rs 
i 300,000-75,000 225,009 
Profit (or loss) for the year (per the statement of comprehensive) 1.000 x 6% (30,009 
Less fixed preference dividends paon ý "195.000" 
Earnings attributable to ordinary shareholders r — 
Earn} _ Earnings attributable to ordinary shareholders 
arnings per:share a Number of ordinary shares 
— _195,000 
5,000,000 
= 0.039 per share 
Answer-16 P . 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
Weighted average number of shares in issue during the period 
20X7 ; 
EPS R we 3,000,000 
3,366,667 f P 
= ' 0.89 per share Í 
(W-1) Weighted average number of shares during 20X7 . 
j ' P Weighted 
Number of average 
Date shares Factor number 
Opening Shares on 1 January 2,400,000 x 3/12 
Right shares issued on 1 April(2,400,000/2x 1) 1,200,000 ` ae a ane? 
: - 3,600,000 x 9/12 2,700,000 


3,366,667 


(W-2) Right issue bonus Fraction 
= Actual cum rights price 


Theoretical ex rights price 
= 2/1.8 
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Theoretical ex-rights price Rs. 
Before (2 x Rs.2) 4 
New (I X Rs. 1.4) 1.4 
After (3 x Rs.1.8 (bal)) ` 5.4 
Answer-17 


(@) The basic earnings per share for the year ended 31 December 20X6 has to be adjusted by a 
-  _ fraction of 5/6 is True as shown in working.. - 


(b) For the calculation of 20X7 basic earnings per share, the number of shares in issue prior to the 
rights issue has to be adjusted by a rights fraction of 1.5/1.2 is True as shown in working, 


(W-1) Weighted average number of. shares during 2016 


Weighted 
Number of average 
Date . shares Factor number 
Opening Shares on | January 850,000 x 4/12 x 6/5 x 1.5/1.2 425,000 
Bonus shares issued on 1 May (850,000 /5 x 1) 170,000 
, : ` 1,020,000 = x 4/12 x 1.5/1.2 425,000 
Rights share issue on 1 September (1,020,000/5 x 2) 408,000 À 
1,428,000 x 4/12 476,000 
i 1,326,000 
(W-2) 
Bonus issue 
Before r i : 5 
New 1 
After A 6 
(W-2) Right issue bonus Fraction ( Issued on 1 September) 
= Actual cum rights price 
Theoretical ex rights price ' 
= 1.5/1.2 i i a 
Theoretical ex-rights price Rs. 
Before (5 x Rs.1.5) j 7.5 
New (2 x Rs. 0.45) 0.9 
After (7 x Rs.1.2 (bal)) . 8.4 
Answer-18 
a)’ — ; : 
Earnings per. share = Earnings attributable to ordinary shareholders during a period a 
; Weighted average number of shares in issue during the period 
20X7 ` ` 
EPS = 5,950,000 ` 
10,000,000 
= “0.595 per share 
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VAS 33: EARNINGS PER SHAT 
oo Re ee 


CHAPTER-0S 


(W-1) Weighted average number of shares during 20X7 


Date 
Opening Shares on I January 


b) 


20X7 
ai S 5,950,000 
12,500,000 
= 0.476 per share 


Number of 


shares 
l 0,000,000 


(shares in issue 


Weighted 
n verage 
Factor number 
x 12/12 10,000,000 
10,000,000 


s nt inary shareh¢ ors during a period 
Earnings per share = Earnings attributable to ordinary shareh viders during. af 
Weighted average number 0 


during the period 


(W-1) Weighted average number of shares during 20X7 Weighted 
Number of average 
Date shares „Factor number 
Opening Shares on 1 January ' pare x 9/12 x 5/4 9,375,000 
Bonus shares issued on 1 October (10,000,000/4 x 1) 2,500,000_ 
j i 12,500,000 x 3/12 3,125,000 
12,500,000 
W-2 
ilies Bonus issue 
Before 4 
New l 
After 5 
c) 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
Weighted average number of shares in issue during the period 
20X7 3 
EPS = 5,950,000 
10,416,666 
= 0.571 per share 
(W-1) Weightcd average number of shares during 20X7 
Weighted 
Number of average 
Date shares Factor number 
10,000,000 x 7/12 5,833,333 


Opening Shares on | January 
New shares issued on 1 August (10,000,000/10 x 1) 


1,000,000 


“11,000,000 


x 5/12 4,583,333 
10,416,666 
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CHAPTER-08 


d) 
Earnings per share = 


20X7 
EPS = 5,950,000 
11,333,333 


0.525 per share 


(W-1) Weighted average number of shares during 20X7 


Date 
Opening Shares on 1 January 
Right shares issued on 1 October (10,000,000/3 x 1) 


(W-2) Right issue bonus Fraction 


Actual cum rights price 
Theoretical ex rights price 


= 4/3.75 
Theoretical ex-rights price 
Before (3 x Rs.4) 
New (1 x Rs.3) 
After - (4 x Rs.3.75(bal)) 
Answer-19 


XYZ Limited Solution: 


21L timited Solution: 
Earnings per share = 


1) 
2006 
EPS = 1,100,000 
` 500,000 
= 2.2 per share 
2) 
2007 . 
EPS = 1,500,000 
591,667 
= 2.54 per.share 
2006 (Restated) 
E 
= 2.2 x 10/11 
2 per share 
3) 
2008 
EPS = 1,800,000 
600,000 
= 3 per share 
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Earnings attributable to ordinary shareholders during a period 
wW 


eighted average number of shares in issue during the period 


Weighted 
Number of average 
shares Factor number 
10,000,000 x 9/12 x 4/3.75 8,000,000 
3,333,333 
13,333,333 x 3/12 3,333,333 
11,333,333 
Rs. 
12 
3 
15 


Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


2.2 x Reciprocal of Right issue & Bonus Fraction 
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as 3a: FARNINGS PER SH 8p 


CHAPTER-OS 


Weightey 


(W-1) Weighted average number of shares during 2007 sob 
Number Fector meee 
of shares +°? 10 a z 
Date 00,000 2 2/12% 1 67 
Opening Shares on | January 100,000 , n 
L y 1000 ; m 
Right shares issued on 1 March 2016($00,000'S x 1) Pa «10/1 $2000 
(W-2) Right issue bonus Fraction (issued on I March) 
= Actual cum rights price 
Theoretical ex rights price 
= 11/10 Ma | 
, 8] 
Before ($ a Rell) | 
New (1) 2 $) —i 
After (6 x Re.10 (del)? | 
| 
(W-3) Weighted average number of shares during 2008 m | 
Nomber LELETEI 
Date of torr Faster ponani | 
08 eats ne ] 
Opening Shares on | January cn | 
| 
} * 4 eee Ape metant 
Larnings per share > Laming: atributabic xo ordinary shareholders dar ua guri m | 
shaves on tanar Aarikng The parod l 


M eigttad pverape murni 


1) 
2000 
EPS - BASGIA 
ow oe 
E GSS ger dhar 
2) 
2001 
ips - (LOSOKO WS) 
MO 
ie? i pe shiar 


2000 (Restated) 
EPs 


> GAS a ve 


7 ` 45 por share 


(W-D cited gyotase number of sharr duning S000 


Nemtxr 
Date tinue 
Opening Shares on ! July (1,000,000 - 20.000) aan 
New shares issued on | January 2000 ago 
1.000.000) 

s49 


GSF a Racia of isise of Hows Feactiot 


average 
Factor namber 
x Gt? 
sat? 
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CHAPTER-08 


> wick p ; r 
W-2) Calculation of camings attributable to ordinary shareholders during 2000 


Profit (or loss) for the year (per the statement of comprehensive) 
Less fixed preference dividends 


Earnings attributable to ordinary 


(500,000 x 10%) 
shareholders 


(W-3) Weighted average number of shares during 2001 


Dii Number 

ate of shares Factor 
Opening Shares on 1 July 1,000,000 x 6/12 x 6/5 
Bonus shares issued on lJanuary (1000,000 x 20%) 200,000 

1,200,000 x 6/12 

(W-4) 
Before 
New 
After 


W-5) Calculation of earnings attributable to ordinary shareho! ring 2001 


‘Profit (or loss) for the year (per the statement of comprehensive) 
Less fixed preference dividends 


(500,000 x 10%) 
Earnings attributable to ordinary shareholders 


Answer-21 


Earnings per share = 


20X7 
EPS = 5,000,000 
15,000,000 
= 0.333 per share 
20X6 (Restated) oH 
EPS ~ = 0.333 x Reciprocal of issue of Bonus Fraction 
= 0.333 x 4/5 E 
= 0.266 per share 


(W-1) Weighted average number of shares during 20X7 


sá Number of - . 

Date . shares Factor 
Opening Shares on | January 12,000,000 =x 9/12 x 5/4 
Bonus shares issued on 30 September (12,000,000/4 x 1) __ 3,000,000 

, - 15,000,000 x 3/12 
(W-2) E 
Before 
New 
After i 


540 


PER SHARE 


Rs. 
6,500,000 


(50,000) 
6,450,000 


Weighted 
average 
number 

600,000 


600,000 


1,200,000 


Bonus issue 
100 
20 
120 


Rs. 
(8,000,000) 
(50,000) 
(8,050,000) 


Earnings attributable to ordinary shareholders during a period 
Weighted average number of shares in issue during the period 


Weighted 
average 
number 
11,250,000 


3,750,000 
15,000,000. 


Bonus issue 
4 
1 
5 
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CHAPTER-os 


sholders during a period 


Answer-22 
Eamings pe finary sua ` 
ni — - Earnings attributable to on sh ares in issue during the period 
P shares SS 

1) Weighted average number of s 
20X6 
a = 4,000,000 

12,000,000 

= 0.333 per share 

2) 
20X7 
üi = i 5,000,000 


13,500,000 
0.37 per share 


(W-1) Weighted average number of shares during 20X7 Weighted 
Number of average 
number 


Factor 


Date shares 3,000 

pon Shares on 1 January n i — 
‘ew shares issued on 31 N 2,00 

on 31 March 74,000,000 x9/12 10,500,000 

13,500,000 


Answer-23 
Earnings per share = Earnings attributable to ordinary shareholders during a period 
Weighted average number of shares in issue during the period 


1) 
20X6 
EPS = 0.333 per share 
2) 
20X7 
EPS = 5,000,000 
13,450,000 
= 0.372 per share 
20X6 (Restated) 
EPS 0.333 x Reciprocal of Right issue of Bonus Fraction R 
0.333 x 1.92/2 


A T 


0.32 per share 


(W-1) Weighted average number of shares during 20X7 
Weighted 
average 


Number of 


Date shares Factor number 
Opening Shares on | January 12,000,000 x 6/12 x 2/1.92 6,250,000 
Right shares issued on 30 June (12,000,000/5 x 1) 2,400,000 
14,400,000 x 6/12 7,200,000 
13,450,000 
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CHAPTER- 
R-08 IAS 33: EARNINGS PER SHARE 


+9) Riots = 
(W-2) Right issue bonus Fraction Issued on 


30 June 


Actual cum rights Price 
Th 


ecretical ex rights Price 


= io o> 
Theoretical ex-rights a 7 
ateorencal ev-rghts price Rs. 
Before (5 x Rs.2) 10 
New (Tx 1.5) 1.5 
After (6 X Rs.1.92(bal)) 11.5 
Answer-24 
Earnings per share = Eamings attributable to ordinar shareholders during a period 
" Weighted average number of shares in issue during the period 
2015 
EPS = 5,860,000 
97,000 
j = “Rs, 60.41 per share 
2016 
EPS = 5.860.000 
55,642 
= Rs. 105.32 per share 
2015 (Restated) 
EPS = 60.41 x 8/11 x5/$ x82 
É = Rs. 109.84 per share 
(W-1) Weighted average number of shares 
_ Weighted 
Number of average 
Date shares - Factor number 
Opening Shares on 01-12-2015 97.000 xVI2ZxVExS/SX 11/8 8.892 
New share issue on 01-02- 2016 5.000 
i i 102.000 x X/12 xISX/SXIVS 9.350 
Bonus shares issued on01-04- 2016 (102.000/8 x 3) 38.250 ` 
140.250 X32 x XS x S/S 14.025 
-Share split on 30-06-2016 (140.250/5 x 3) 84.150 
224.400 X 3/12 x 28 14.025 
- Share consolidation on 01-10-2016(224.400/8 x 6) (168.300) 
36.100 x12 9.350 
35.642 
(W-2) 
Bonus share Share split Share consolidation 
Before 8 5 „8 
New/(Lost) 3 3 (6) 
After 11 8 2 
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CHAPTER-0S 


Answer2§ 
Eamings per share z 


D 
2018 
EPS 7 


2) 
2016 
EPS = 


2015 (Restated) 
EPS 


Eamings acne 
Weightad average num 


TAS EARNINGS VER SH Nt 


2s MUTANT 
AUS shareholders. a a wri 
biete on a Rares in issue doring the perie 
ber OF sine 


ae GREER 
FAR.SNIOD SS 
$70,000 

Rs, So.73 per share 


$8,007,220 
1,428,686 
Rs, 60,19 per share 


1073 NII x39 
1 per hare 


86.73 N 
Rs. 56.2 


(W-1) Weighted average number of shares Weighted 
Number of Average 
Date shares Factor number 
XSMIXSNON IWIN 
n d SSO we 
Opening Shares on 01-03- 2013 $70,000 k SSS 
New share issue on 31-07- 2015 96,000 Sys ` TA 
966,000 LVII NTON TTT AVS PENEAN 
Share split on30-09- 2015 (966,000/3 x 6) 1,932,000 
2.898.000 x Vl2x3/10x 127 24840 
Bonus share issue on 01-12-2015(2,898,0007 x 5) 2,070,000 
` 4,908,000 NDIING 10 MSN 
Share consolidation on 01-02-2016 ` 
(4,968.000/10 x 7) (3.477.000) 
i 1.490.400 x12 INW 
1428.08 
ee 
(\W-2) 
Share split Bonus Share consolidation 
Before 3 7 10 
New/(Lost) 6 Š (7) 
After 9 12 3 
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CHAPTER- IAS Ah VAUNINOS VIN SHARE, 


sweer- 20 
Earnings per share - Larnings attributable w ordinary shareholders Auring ays 
i Weighted average mimber of shares in busie dating (6 gr 1% 
) 
2015 
EPS ’ 46,546,554 
9 410,556 
Rs, 4.77 per share 
2) 
2016 
EPS j 43,005,463 
24,347,164 
‘ a Rs, 0,99 per share 
2015 (Restated) 
EPS = 8.17 7 1412 416 
Rs, 1.096 per share 
(W-1) Weighted average number of shares 
- Weighted 
Number of ý average 
Date shares Factor number 
9,410,556 ZINZLZIN ZNUT LGD 19741,1 12 


Opening Shares on 01-10- 2015 


New share issue on 31-12- 2015 695,556 


10,766,112 2 112 411 7 12/7 46/9 7,17749% 
Share Consolidation on 01-02- 2016 


(10,766,112/9 x 3) (3,546,704). 
7,177408 = £4N2Z2ZTN “NDT 24,709,632 
Bonus share issue on 01-06-2016(7,177,408/725 ) ___5,126,720_ 
, 12,304,124 4312x 21,532,224 
Share Split on 30-08-2016(12,304,128/1x6 ) 73,624,768 
$6,128,696 ⁄ 1/12 1,177,408 
44,337,784 
(W-2) 
Share Consolidation Bonus Share Split 
Before 9 7 1 
New/(Lost) (3) 5 6 
After 6 12 7 
Answer-27 
Earnings per share = butable she erio 
' Welghied average number of shares in issue ducing the period 
1) 
2015 ý 
EPS = 4 
9,870,556 
= Rs.0.46 per share 
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2) 
2016 
EPS 5,564,544 
12,301,807 
Rs. 0.45 per share 
2015 (Restated) 
EPS m 0.46 x 9/4 x3/7 X 5/6 
‘ Rs, 0.37 Per share 
W-1) Weighted av i i 
( ) Weighted average number of shares Weighteg 
Number of ; AVerage 
Factor numb 
Date shares er 
je . 2xn4d/9xX7/3X6/5 2 
Opening Shares on 01-07- 2015 ing xIN2NAIX73X6 2,047,295 
Share spli -OR- : 1,974, LL 
e split on 30-08- 2015(9870556/5 x 1) —T1'344.667 x 4/12 x V9 X 7⁄3 4,094,453 
New shares on 31-12- 2015 35,000 
es on 31-12- 201$ 11879667. X3/12x 49 x 7/3 3,079,914 
Share split 30-03-2 J LET. 15,839,556 
plit on 30-03-2016(11,879,667/3 x 4) TEE x 1/12x 4/9 1,026,634 
Share Consolidation on 
01-0S-2016(27,719,223/9 x 5) 15,399,568 
12,319,655 x 2/12 2.053.276 
te boo 
12,301,507 
ae 
(W-2) 
Share Split Share split Share Consolidation 
Before 5 3 9 
New/(Lost) I 4 (5) 
After 6 7 4 


Answer-28 
Earnings per share = Earnings attributable to ordinary shareholders during a period 


Weighted average number of shares in issue during the period 


1) | 
2015 | 
EPS = 580,200 
97,000 | 
= Rs.5.98 per share | 
2) | 
2016 | 
EPS = 780,600 
43,623 
= Rs.17.89 per share ‘ 
2015 (Restated) 
EPS = 5.98 x 10.13/12 x8/2x 8/11 
= Rs. 14.68 Per share 
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(W-1) Weighted average number of shares 
—_—e—or—eeexaamumx:':::/:0—0—@ ON n Weighted 
Number of average 
Date : shares Factor number 
Opening Shares on 01-12- 2015 97,000 x 2/12 x 12/10.13 x 2/8 x 11/8 6,583 
New shares on 01-02- 2016 5.000 
k 102,000 x 2/12 x 12/10.13 x 2/8 x1 1/8 6,923 
Bonus shares on 01-04- 2016 (102.000 $ x 3) 38.250 
PAR 140,250 x 5/12 x 12/10.13 x28 17,306 
Share Consolidation on 01-09-2016 (140.2508 x 6) (105,188) 
; 35,062 x 1/12 x 12/10.13 3,461 
Right share on 01-10-2016 (35,062/S x 3) 21,037 
$6,099 x 2/12 9,350 


43,623 


(W-2) 


Bonus i Share Consolidation 

Before 8 8 
New (Lost) 3 (6) 
After 1] 2 
0-3 
Theoretical ex-rights price Rs. 
Before (5 x Rs. 12) 60 
New(Lost) (3.x Rs. 7) 21 
After (S x (Bal.)Rs. 10.13) 81 
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HAPTER-O7 
es PER SHARE 


SARNING la- 
ARa PAST PAPERS 
a ents of Home Dynamics Limited (HDL), a 
The following information pertains to the financial statemet 
a. ompany, forthe year ended 31 Dec ember 2016: E oo 
iii Profit after tay for the year E aa P 
a 


—— 
ee 


Profit from continuing operations = net of ax 


Profit from discontinued operations ~ net of tax oeae 
Profitaftertay o ĖőŐŮ/ 
(ii) Shareholders’ equity as on 1 January 2016 comprised of: tue of Rs. 25 ench 
. 10 million ordinary shares of Rs. 10 cach, having AS tied a cumulative dividaia é 
. 4 million cumulative preference shares of Rs, 10 each enti n 
n 7 H J » s 
dii) On 31 ill 2016, HDL announced 40% right shares - Oe aie a ab 
Rs. 25 per share. The entitlement date of right shares was al Mey ` yas Rs. 28 and Rs 
share immediately before the announcement date and entitlement date was Ks. s. 32 
respectively. , 
(iv) On 2 August 2016, HDL announced 20% bonus issue. The entitlement date of bonus shares was 


31 August 2016, ð 
(v) On | February 2017, the board of directors announced 20% cash dividend jia re bonus issue 
being the final dividend to the ordinary shareholders and 10% cash dividend for preference 


shareholders, 
Required: 
Calculate basic earnings per share for inclusion in HDL’s financial statements for the year ended 
(10) 


31 December 2016, Show all relevant calculations. . 
[March-17, Q#1] 
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À CHAPTER-08 IAS 33: EARNINGS PER SHARE 


SOLUTIONS 
Answer-1 
Continued ` Discontinued 
operations operations _ 
Earnings attributable to ordinary shareholders during a period (W-5)- 761,000,000 155,000,000 
\ Weighted average number of shares in issue during the period (W-1) 16,646,666 16,646,666 
\| EPS - 45.71 9.31 
(W-1) Weighted average number of shares during 2016 
Weighted 
Number of average 
ak] Date : shares Factor number 
x 5/12 x 16/15 x 120/100 
S| Opening Shares on 1 January 10,000,000 x 110/100 5,866,666 
tp} Right shares issued on 31 May 2016 : 
s.y] (10,000,000/100 x 40) f 4,000,000 
f x 3/12 x 120/100 x 
Sh 14,000,000 110/100 4,620,000 
è} Bonus shares issued on 31 August 2016 n 
(14,000,000/100 x20) 2,800,000 ; 
. 16,800,000 x 4/12 x 110/100 6.160.000 
` 16,646,666 
(W-2) Right issue 1e bonus Fraction (Issued on 31 May) 
Actual cum rights price 
/ Theoretical ex rights price - 
= 32/30 
= 16/15 
Theoretical ex-rights price Rs. 
Before (100 x Rs.320) 3,200 
New (40 x Rs, 25) 1.000 
After (140 x Rs.30 (bal)) 4,200 
(W-3) $ seri ° 
Bonus issue 
Before 100 
New 20 
After 120 
(W-4) 

f Bonus issue 
Before -100 
New 10 
After 110 
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(4x 10x 10%) % 


> i 
TOM net of Preference dividends 
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IAS 33: EARNINGS PER SHARE 


CHAPTER-07 
EARNINGS PER SHARE 


ICAP QUESTION BANK 


Mr Hamad, currently owns 20 million shares in Aircon Ltd. Hé recentl 
statements of Aircon Ltd for the year ended 31 


of the company during the year will affect the n 
eamings per share statistics are often used by an 
Extracts from these published financi 

Statement of pr 


Question-1 


y received the published financial 
March 2016. Mr Hamad is not sure how the performance 
narket value of the entity’s shares but he is aware that the 
alysts in assessing the performance of listed companies. 
al statements and other relevant information are given below. 

ofit or loss for the period ended 31 March 2016 


2016 2015 
Rs.’m Rs.’m 
Revenue 5 18,000 15,300 
Cost of sales (11,340) (9.180) 
Gross profit 6,660 6,120 
Operating expenses (3,420) (3,240) 
Operating profit 3,240 2,880 
Interest payable (540) (576) 
Profit before tax . 2,700 2,304 
Taxation . (846) (720) 
Profit after tax ; ` 1,854 1,584 
Statement of financial position as at 31 March 2016 5 
2016 2015 
Assets Rs.’m Rs.’m 
Intangible assets - 
Tangible assets ` ` 7,200 6,660 
12,600 


Current Assets 


Inventory 
Receivables 
Cash in bank 
5,220 4,122 
17,820 10,782 
Capital and Reserves 
Share Capital 


Share Premium 
Retained Earnings 


9,180 
Current Liabilities 


Trade Payables - 


Taxation 
Bank Overdraft 
ank Over l 5040 
ð 3,600 -3,600 ` 
15% Loan Note — 17.820 10.782 
550 


Scanned with CamScanner 


AS 33: EARNINGS PER 
CUAPTER-08 I SHARE 


The following information is also relevant: i Soniy 

@ the share capital of the company comprises Rs.1 equity ote Tan of two ne ; 

qn On 1 October 2015, the company made a rights issue to cae cre cost of Re,180,000 W Shares 
tor every one share held ata price of Rs,5.94 per share and pal 's Rs.6 30 er share, l 

G) The market price of shares immediately before the rights issue W z aei Pia rr k . 

O >` No other changes took place in the equity capital of Aircon Ltd in the ye arch 2016, 


Required ; 
(GA Compute EPS for the year and the comparative figures that will be included in the publisheg 
financial statements of Aircon Ltd for the year ended 31 March 2016. d identifyi 
(b) Using the extracts you have been provided with, write a report to Mr Hamad identifying the key 
factors which led to the change in the EPS of Aircon Ltd since the year ended 31 March 2016, - 
te) Comment on the relevance of the EPS statistics to shareholders. 
[ICAP Question Bank 14.1) 
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AS 33: EARNINGS PER SHARE, 


SOLUTIONS 


Answer-1 


(a) 


Earnings per share 


i 


Earnings attributable to ordinary shareholders during a period « 


Weighted average number of shares in issue during the period 


2016 
EPS = 1,854 
k 18 . 
= s.1.02 per share 
2015 (Restated) 
EPS- = 1,76 x Reciprocal of Right issue bonus Fraction 
= 1.76 x 6,06/6.30 
Rs.1.69 per share i iiini 
W-1 Weighted average number of shares during 2016 l - HNO 
ii : Weighted 
Number Time average 
Date of shares factor number 
Opening Shares on | April 900 x 6/12 x 6,30/6.06 468 
Rights share issue on 1 October 2016 (900/1 x 2) 1,800 
2,700 x 6/12 _ 1350 
1,818 
(W-2) Right issue 1e bonus Fraction ( Issued on 1 October) 
Actual cum rights price 
Theoretical ex rights price 
= 6.30/6.06 
Theoretical ex-rights price Rs. 
Before : (1 x Rs.6.30) 6.30 
New (2 x Rs.5.94) à 11.88 
After (3 x Rs.6.06(bal)) _ . 18.18 
(W-3) 
2015 
EPS = 1,584 
900 
= Rs.1.76 per share ` 
(b) Report \ 


To: Mr Hamad 

From: Management Accountant 

Date: 15 April 2016 

Subject: Evaluating the changes in EPS of Aircon Ltd. 

The key factors which has led to changes in the EPS of Aircon Ltd. are as follows: 


Revenue and profitability, Revenue increased by Rs.2,700 million (15%) as compared to last 
year, but the gross profit and net profit ratios have not increased proportionately. 
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CHAPTER-OS 
i in 2016, While the net profit mera 
The gross profit pereentage fell front 40% tO - Pet Cena, 
mmal constant at 10% 
Factors responsible for the 
prot margin, The more finds realised tror 
mploy al which te 


inability of the entity to mainta; 

b + «duc to the mamini s à UNtain p 
decline might ioe de rights issue did not lead to any sions i 
A 1 trom 44% in 2015 to 25% in 2016, 


SHR eas 
D 


inerease in retum on capital c 
< aan a 4 860) — 15: (900 + 900)) milli s 
760 [162.700 4.801 ‘ ] million of Ny 
assets. 
antial m 
OL in 2016. 


The increase in share capital Rs.5. 
finance was largely usad fo acquire intangible 
lt is hoped that this asset will start generating subst 
EPS has therefore fallen trom Rs. 1.09 in 2015 to Rs. 


tums in the near future. 


Signed 
Management Accountant 


APPENDIX TO THE REPORT aa boani 
The ratios that are relevant to discussion and evaluation of changes in EPS of Aircon Ltd are 
those that relate to profitability and return on capit 


TABLE OF RATIOS 
Ratio ] Formula | __2016 
Q Lyca Previous year \ 100 TSOCOMISTE 109 } 


al employed. 


| Change in Revenue imoni Year = 


Current Year 


Formula 


ISSE 100 = 10% 


18000 


Net profit after tax 


S82 \ 100 =37% 


SOOO 


GP ratio 


x 100 = .....80 5 \ 100 = 63% 0 


+ Cost of sale 
Cost of sale ratio | == 


Net sales 


Operating Expense | 3420 i | 
ati Z 100 = 19% 
| ratio ` s | 18000 | 
i | i 
| Return on capital Profit before interest Å tax 3.240 } 
100 1100 = 25% Í 
employed Avg capital emplyed | Susoeae00 25% | 
ij 
Asset turnover ratio Net Sales | 18000 $300 | 
Ass e a pies jones È ` r 15.300 p | 
Asse Average Capital Emploved Syeoeaece T Ltl times esa 2.32 times | 
a | FOODS SOOO 
P Interest pavable x 100 540 i 
st to sales ratio | Ç 0 E 57 s | 
Interest t Net sale TT X100=3 % &_. 100 =3.8% f 
| ij 15.300 T 
Taxation to sales Taxation x 100 oie 1] 
ratio Net sale Yeon ` 100 =5 % 20 «100 =5% fi 
: 15,300 E| 
; | 
| 
| 
| 
| 
] 
| 
| 
| 
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554 


IAS 33: EARNINGS PER SHARE 


Relevance of EPS to sharcholders: 


The EPS is used to compute the price earning (P/E) ratio, a major market indicator to determine 
how successful a com pany has b 


een operating., i 
(i) The price earning figure is a multiple of the EPS. Better the P/E ratio better the company 
is. 
(ii) Rising trend in EPS is a more accurate performance indic 
after tax (because of considering only profit from continuin 
(iii) EPSisa measure of performance from the existing and pot 
(iv) EPS show the amount availab 
Potential returns on individual in 
(v) EPS is used to compare the 
has some limitations as well) 


ator than rising trend in profit 
g operations). 
ential investors’ perspective. 


le to each ordinary ”shareholder thereby indicating the 
vestment. 


activities of two entities in the same industry (however EPS 
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n, 


u. 


TAS A FARMINGS VER Wy l 
u 


` TASES peices = 
MUELTIELE CHOICE QUESTIONS 


shin issue thooughe ` 
; tinan ahane OT RS. 10 catch in isst thoughout the Year Ny 
Anan Diminad hat tmillionr oniinn Soy v a million ot O% cony ertible debontunss, P X 
Jane AAT On T Juh MANI it had isun Rs, Tata | 
YOO of detvntune is ovnvertibe mto Sonina S ae 
Anun Limitat had pootit atter (ay far the yor cnd 
An POTTS at Wa i wr? 
What was diluted EPS forthe yaar andat 30 June 20X85 w Rs. 1.88 
a) Rs, 1.07 (a) Rs, 1,70 


WO Rs ot bg — 

Kt was Rs. 6 per share, Whig 
> aade ko cn AIO As ed 30 June IONI was Rs. é p icho 
Zahm Limited's tusle EPS fr the year end ear ended 20 June 20N2 would tesult in | 


Aa Sop ` NA 
sont dnb 20N0 at the option of the ho 


gee as b w | 
30 June LONE OF RSA.8S0,000, h ont 
Su 


following issue during the vear durig the : " s AD 

pis ` ` ae efor the year ended 20 June 2ON1) of more than Rs, 69 
(a) Right issue | 
d) Bonus issue 

©) Share split 


(d) Share consolidation / Reverse share split 


` TR, shy IPS) À n | 
Hania Limited has comectly calculated its basic earnings per share (EPS) for the CUTTER Yeg 
Witch of the following items nan to te additionally considered when calculating the diluted BY 


he 
ot Hania Limit for the year? R ak DA Ka | 
ü AIN rights issue of equity shares during the year at Rs, 12 when marker Prey 


Vitor 
QU shares was Rs. IN, | 
ai) The issue during the year ofa convertible debentures ; 

W) Issue of directors’ share options exercisable in three years’ time 

GY) Equity shares issued during year as the purchase consideration for acquisition of plang 


‘ machinen : 
a) AN tour (b) Wand cil) only l 
Q) i) and (iii) only W) (ii) and (iv) only 


Many analyst believe that the trend of earnings per share (EPS) is a more reliable indicate 
underly ing perfonnanee than the trend of net pootit for the year, 
Which of the following statements Supports this view? 


(a) Net profit can be manipulati by the choice of accounting policies but EPS canna 
manipularii in this way, 

(b) EPS takes into account the additional resources made av ailable to eam profit when ni 
shams are issucd for cash, whereas net proiit does not. 

Q) The disclosure ofa diluted EPS tigure is a forecast ofthe future trend of profit. 

(a) The comparative EPS is restatal wher a change of accounting policy aias & 


previous year's profits, 


At T January JONS Maria Limited had 3 million Rs. 10 equity shares in issue. On 1 June 28% 
made aT for 5 rights issue at a price of Rs. 15. The market price of the shares before right Ie 
was Rs, 18. Total earnings for the year ended 31 Devember ZONS was Rs. 7.6 million. j 
What is basie EPS for the year ended 31 December IONS) — 


t) ae ; (b) Rs. 1.36 
(c s.1.2 (da) Rs.1.06 
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06. 


07. 


08. 


09. 
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Gulfishan Limited (GL) had profits after tax of Rs. 30 million in the year ended 31 December 
20X7. ` 
On 1 January 20X7, GL had 2.4 million ordinary shares in issue. On 1 April 20X7 it made a | for 
2 rights issue at a price of Rs. 14 when the market price of Garfish’s shares was Rs. 20 before 
right issue. 


What is the basic EPS for the year ended 31 December 20X7? 5 
(a) Rs. 4,95 (b) Rs. 8.90 
(c) Rs. 9.12 (d) Rs. 9.26 


On Ist January 20X4, Sameen Limited had 3 million ordinary shares in issue. On Ist June 20X4, 
Sameen Limited made a | for 3 bonus issue. On 30th September 20X4, Sameen Limited then 
issued a further 1 million shares at full market price. Sameen Limited had profits attributable to 
ordinary shareholders of Rs. 20 million for the year ended 31st December 20X4. 

What is the basic EPS for the year ended 31st December 20X4? 

(a) Rs. 4.71 (b) Rs. 4.29 

(c) Rs. 4.93 (d) Rs. 5.22 


During the year, Mariam Limited made a 1 for 3 rights issue at Rs. 16 when the market price was 
Rs. 22.The previous year’s financial statements showed an earnings per share figure of Rs. 4. 
There were no other issues of shares during the year. 

What will the restated earnings per share figure be for comparative purposes in the current year 


financial statements? ‘ 
(a) Insufficient data for calculation (b) Rs. 3.73 
(c) Rs. 4.00 (d) Rs. 4.29 


Saba Limited has net profit for the year ended 30 June 20X5 of Rs. 10.5 million. Saba Limited 
has had 6 million shares in issue for many years. In the current year, Saba Limited has issued a 
convertible bond. It was issued at its nominal value! of Rs. 2.5 million and carries an effective 
interest rate of 8%. 

The bond is'convertible in five years in 50 shares = each Rs. 100 of the bond. Saba Limited pays 
tax at a rate of 30% 

What is the Basic EPS and Diluted EPS for the year ended 30 June 20X5? 

(a) Basic EPS Rs. 1.70 and Diluted EPS Rs. 1.50 

(b) Basic EPS Rs. 1.75 and Diluted EPS Rs. 1.70 

(c) Basic EPS Rs. 1.70 and Diluted EPS Rs. 1.55 

(d) Basic EPS Rs. 1.75 and Diluted EPS Rs. 1.47 


Alia Limited’s (AL) financial statements show a profit for the year of Rs. 20 million. On 1 
January 20X5, AL had 4 million shares in issue. 

There were no new issues of shares in the year, but there were 1 million outstanding options to 
buy shares for Rs. 30 each. For the year to 31 December 20X5, the average market value of AL’s 
shares was Rs. 50. 

What is AL’s Diluted EPS for the year ended 31 December 20X5? 

(a) Rs. 3.00 (b) Rs. 4.35 

(c) Rs. 4.55 . (d) Rs. 4.00 

Which of the following statements in relation to the term 'dilution' is/are true or false, as per r IAS 
33 Earnings per share? 


1) A reduction in earnings per share is an example of dilutioñ. 
2) A reduction in loss per share is an example of dilution. 

(a) Both statements are false 

(b) Statement 2 is true and statement 1 is false 

(c) Statement | is true and statement 2 is faise 

(d) Both statements are true 
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f NUNIY 
PAN SILEATNINGN EEN AI Apy 


: r as SAS 
CUALTRR: E nesans 
{ yh per share’ 
vatisetaned, 4 pel JAMANI wenn | rw? 
Bi Whol AWO of the Hollo hi Hen pi n lawiny pnunelal ye 
q star the te 

(a) Forecast onning por ahate fa vale 1h iii 

(hy) A Hive year trond analya of earning [et pues Hae 10 aloulate earnhigs per shire 

w) The wephted avenape namber ol madinay ma ad lilited onminga per share 

ah Khe caning Hyon teed in canteutatlint pashe an i 

OVS Parnings per stares 
liny lo lA! d ite!) 
y Mhae MESUL 4 i 

9 Whol ofthe following statements Ia/aro (ie A he prownted IP they are negnlivo, Le, lossen per 

D) Karning por ahne amount should nol 

shiny Hacontinnied operatlons should be presented. 

2) Farmina per share piece valeulated for 

() Hoth atatemente ane (ibe : ; 

(b) Statement | by Mihe and atatoment 2? bere 

w) Statement | be trie and statement 2 by Mhae 

(al) Doth statements aro tie 


l , | market prico and also made a | forg 
U, Pareosa Limltod tasted now ordinary naron for oul at fl 


bonus lasno ? saharo? 
ra eer tarninga per share 

Are the followlng statements true or lao, according, to IAS i timo spporiloned from thelr d 

1) Now shares tanod nu n remilt of bonus Isuo should bo | te 
of liano, n 

2) Now shares Ivatied for onih at full market prico nhould be tine apportloned trom thelr 
date of tanto, 

(a) Hoth statements are tile 

(b) Statement 11s false and statement 2 Is true 

(e) Statement 1i tene and statement 2 bi falio 

(d) Hoth stitementy are true 


Salma Limited (SE) bea company Isted on a Pakbtan Stock Exehange, Given below bean extract 


Is, 
ftom its statement of comprehensive licome for the year ended J December 20X7, 
Rs, 
Profit before tax 5,700,000 
las expense (1,500,000) 
Profit ater tax 11,200,000 
SL palid doring the year an ordinary dividend of Ra, 400,000 and a dividend on its redeemable 
preference shares of Rs, 800,000, ‘These have been correctly accounted for din the tnanelal 
SEMICTIOCHES, 
SE had ordinary share capltal of Rs, 2,000,000 (Rs, 10 ench) throughout the year and authorised 
share capital of Rs, 10,000,000 (Rs, 10 each), 
What is basie EPS for the year ended JI December 20X72 
(a) Rs, 21 (b) Rs, 19 
(v) Rs, 8 (d) Rs, 42 
lo, Shaista Limited is a company Hsted on Pakistan Stock Exchange, Us financial statements for the 


year ended TT December 20N7 showed EPS of Rs, 8.8 per share, 
On I duly 20X8 Shaista Limited made al ford bonus issue, 

What tipare tor the 20X7 earnings per share will be shown ns comparative information in the 
financial statements for the year ended J) December 20X8 ' 

(a) Rs. 2.13 (b) Rs. 2.55 

oy Mamas (Rs 2.83 
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TAS 33: EARNINGS PER SHARE. 


apes Limited is a listed company. At 31 December 20X7, it had ordinary share capital of Rs. 
a (Rs. 10 each). Profit before tax for the year was Rs. $00,000 and the tax charge was Rs. 
a> UL 


What is Simba Limited's basic EPS for the year? 

(a) Rs. 2.50 i (b) Rs. 3.75 
(c) Rs. 2.58 (d) Rs. 1.88 

18. Muntaha Limited (ML) is listed on Pakistan Stock Exchange. During the year ended 31 
December 20X7, the company had 5 million ordinary shares of Rs.10 each and 500,000 6% 
on preference shares of Rs. 10 in issue. The profit after tax for the year 20X7 was Rs. 
»,000,000. 


What is ML's basic EPS for the year? 
(a) Rs. 1.14 


(b) Rs. 1.09 
(c) Rs. 1.60 


(d) Rs. 1.20 

19. Mansha Limited had 100,000 equity shares in issue on 1 January 20X7. On 1 July 20X7 it issued 
20,000 new shares by way of a 1 for $ bonus issue. On 1 October 20X7 it issued 28,000 new 
Shares for cash at full market price. 
What is weighted average number of shares for calculation of basic EPS? 
(a) 100,000 shares (b) 117,000 shares 
(c) 148,000 shares (d) 127,000 shares 

20, Which of the following need not be adjusted in profit after tax, for calculation of basic EPS? 
(a) Redeemable preference share dividends l 
(b) Irredeemable preference share dividends 
(c) Ordinary (final) dividends 
(d) Ordinary (interim) dividends 
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CHAPTER-8 


MCOS SOLUTIONS 


= Rs. 1.85 
Basic EPS = Rs. 1,850,000 / 1,000,000 a 70% = Rs. 84,000 
Incremental earnings = Rs. 2,000,000 x 6% > 


“Riel = 160,000 shares 
Incremental shares = Rs. 2,000,000 / 100 x 8 ae feo 5 a 
Diluted EPS = [Rs. 1,850,000 + 84,000] oo in | oe of denomi 
Share consolidation/ reverse share split would result in lowe! Nator 


3 eported earlier. 
(shares) leading to higher comparative EPS than : ans easlan resulting į 
All other issues would result in higher number of s n 


lower comparative EPS than reported earlier. Id be taken into accoum 
The convertible loan note and the share options shou ! seal te calcola 
calculating diluted EPS. Other items would have been incorp a 10n of 


basic EPS already. P 

s EPS takes into account the additional resources made available to earn profit whennew 
“] shares are issued for cash, whereas net profit does not. 

TERP = [(5x18) + (1x15)] / (5+1) = Rs. 17.5 per share 

Right issue bonus fraction = 18/17.5 


Weighted average shares ais 

January to May 5 million x 5/12 x 18 /17.5 = 2.14 million 
June to December - 6 million x 7/12 = 3.50 million 
Total = 5.64 million 


Basic EPS = Rs. 7.6 million / 5.64 million shares = Rs. 1.35 
TERP = [(2x20) + (1x14)] / (2+1) = Rs. 18 per share 

Right issue bonus fraction = 20/18 s 

Weighted average shares 
January to March 2.4 million x 3/12 x 20 /18 = 0.67 million 
April to December’ 3.6 million x 9/12 = 2.70 million 


Total = 3.37 million 


Basic EPS = Rs. 30 million / 3.37 million shares = Rs. 8,90 


Bonus issue fraction = 4 / 3 


Weighted average shares 


January to May 3 million x 5/12 x 4/3 = 1.67 million 
June to September 4 million x 4/12 = 1.33 million 
October to December 5 million x 3/12 = 1.25 million 
Total = 4.25 million 


Basic EPS = Rs. 20 million / 4,25 million shares = Rs. 4.7]- 


TERP = [(3x22) + (1x16)] / (3+1) = Rs, 20.5 per share 
Right issue bonus fraction = 22 /20.5 


Basic EPS (restated comparative) = Rs, 4 x 20.5 /22 = Rs. 3.73 
Basic EPS = Rs. 10.5 million / 6 million Shares = Rs. 1.75 Incremental. 


earnings = Rs. 2.5 million x 8% x 70% = Rs. 0.14 millionin 
shares = Rs. 2.5 million / 100 x 50 = 1.25 million shares ae 


Diluted EPS = (Rs. 10.5m + 0.14m) /(6m + 1.25m shares) = Rs 1.47 
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Free shares = 1,000,000 x (50 — 30) / 50 = 400,000 shares 
Diluted EPS = Rs. 20,000,000 / (4,000,000 + 400,000 shares) = Rs. 4.55 


A reduction in earnings per share is an example of dilution, but a reduction in lossper 
share is an example of anti-dilution. 


he & (d) | The earnings figures and the weighted average number of shares are required tobe 
disclosed. Future forecasts and trend analysis are not required. 


13, EPS is to be presented even if negative (i.e. loss per share), so statement | isfalse. 
EPS for discontinued operations should be presented separately as well, so 
Statement 2 is true. 

ye 


a shares provide no additional consideration to the issuer, so they are not 
a -apportioned. 


The redeemable preference share dividend is recognised as a finance cost and 
deducted at arriving at profit before tax. 


Basic EPS = Rs. 4,200,000 / 200,000 shares = Rs. 21 
(c) Bonus issue fraction = 4 /3 

ie Rs. 8.5 per share x 3/4 = Rs. 6.38 per share 

(d) Basic EPS = (Rs. 500,000 — Rs. 125,000) / 200,000 shares = Rs. 1.88 


ONE Basic EPS = (Rs. 6,000,000 — (6% x Rs. 5,000,000)) / 5,000,000 shares = Rs. 1.14 


(d) Bonus issue is not time-apportioned while issue at full market price is time-apportioned. 
The weighted average is 100,000 + 20,000 + (28,000 x 3/12) = 127,000. 


Redeemable preference dividends will already have been removed from net profit when 
arriving at this figure in a profit or loss account. Therefore, this adjustment is not 
necessary. 
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IAS 7: Statement of Cash Flows 


LO1 PREPARING CASH FLOW USING INDIRECT METHOD 


PREPARING CASH FLOW USING DIRECT METHOD 
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CHAPTER-9 f I 


AS 7: STATEMENT OF CASHFLOWS 


LO1: PREPARING CASH FLOW USING INDIRECT METHOD 
Se OO TC SKY US ING INDIRECT METHOD 


Cash flow from Operating Activities 


Profit/(loss) before tax 
Adjustments for: 
Depreciation / Amortization 
(Gain)/loss on sale of fixed assets 
(Gain)/loss on sale of long term investments 
Interest income/investment income 
Interest expense 
Operating cash flow before working capital changes 
Adjustment for working capital changes 
(Increase)/decrease in current assets 
(Increase)/decrease in inventories 
(Increase)/decrease in trade receivable (net)/bill receivable 
(Increase)/decrease in prepayments 
(Increase)/decrease in stationery/loose tools/office supplies etc. 
Increase/(Decrease) in current liabilities 
Increase/(decrease) in creditors/bills payable 
Increase/(decrease) in accrued expenses 
Working capital changes 


Cash generated from operations 


Less: 
Interest paid 
Income tax paid 
Dividend paid 
Net Cash from operating activities A 


Cash flow from Investing Activities 


Purchase of non-current assets 

Sale proceeds from disposal of fixed assets 

Purchase of long term investment 

Sale proceeds of long term investments 

Interest received 

Net Cash from investing activities B 


Cash flow from Financing Activities 


Proceed from issue of share capital (including difference in share premium a/c) 
Long term loan raised/repaid 


i 
5 


z 
ee 


Net cash from financing activities Cc 

Net increase in cash and cash equivalents (A+B+C) 

Add: cash and cash equivalents at beginning of period (W-1) 

Cash and cash equivalents at end of period (W-1) Š 
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STATEMENT OF CASHFLOWs 


TAS 7: 


CUAPTER-9 


2011 2 
(W-1) Cash and cash equivalents O10 


Bank 
Cash 
Short term investment 
~ Short term running finance/short tem loan D 
~ Bank overdratt : l _ 


; i nethod: 
Following accounts must be prepared in indirect n 


Share capital 

Share premium 

Retained caming 

Dividend payable 

Long term loan a/c 

Property, plant and equipment 
CWIP 

Disposal account 

Long tenn investment (and Entry 0 
Income tax expense 

Interest expense 


MD ‘hh te Gd ham 


on 


f disposal of long term investment) 


=$ 


LO2: PREPARING CASH FLOW USING DIRECT METHOD 


Cash flow from Operating Activities 
Cash received from customers (Note 1) 
Cash paid to creditors/suppliers (Note 2) 
Cash paid for expenses (Note 3) 
Less: 
Interest paid (Note 4) 
Income tax paid 
Dividend paid 
Net Cash from operating activities A £ 


tote 


Cash flow from Investing Activities 


Purchase of non-current assets 
Sale proceeds from disposal of fixed assets 
Purchase of long term investment 
Sale proceeds of long term investments 
Interest received 
Net cash from investing activities B 
Cash flow from Financing Activities 
Proceed from issue of share capital (including diffe i i 
Long term loan raised/repaid ` n Tepe raano pieliin ii 


Laila 


Net cash from financing activities c 
Net increase in cash and cash equivalents (A+B+C 
Add: cash and cash equivalents at beginning of period (W-1) ) 
Cash and cash equivalents at end of period (W-1) 
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(W-1) Cash and cash equivalents 

2011 2010 
Bank ws - 
Cash 
Short term investment 
- Short term running finance/short term loan 
- Bank overdraft 


Note-1 For calculating the cash received from debtors, debtors account as below will be prepared. 


Dr. Debtors account Cr. 
Op. 
, Cash and bank (bal.) ` OXXX 
Sales (cash + credit) XXX : 
: i cl. XXX 
Note-2 For calculating the cash payments to creditors, creditor account as below will be 
prepared. 
Dr. Creditor account Cr. 
Cash and bank (bal.) xxx | Purchases (cash + credit) XXX 
cl. XXX 


Note-3 For calculating the cash paid, expenses account as below will be prepared. 


Dr. ‘ Expense account Cr. 
b/d prepayments xxx | b/d accruals 
b/d stationery/office Supplies XXX > 4 : 
etc i 
Cash and bank (bal.) xxx |-P/L (N-3.1) 

c/d prepayments i XXX 
c/d accruals xxx | c/d stationery/office Supplies etc XXX 


(N-3.1) (Admin expenses + selling expenses — depreciation — loss on sale of fixed asset 
and loss on sale of long term investment) ‘ 


Note-4 For calculating the cash paid, interest expense a/c as below will be prepared. - 


Dr. Interest expense r Cr. 
Opening payable 

Cash and bank (bal.) ~ xxx | P/L (expense for the year) XXX- 

Closing payable XXX 
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CHAPTER-9 


PRACTICE QUESTIONS 


Question-1 


Sales 

Less: 

Opening stock 
Purchases 

Closing Stock 

Cost of sales 

Gross profit ` 

Less: Expenses 
Salaries 

Rent expense 
Advertisement expense 
Provision for doubtful debt 
Depreciation 

Interest expense 


Profit for the year 


Balance sheet as on December 31 


Assets 
Fixed assets . 
Less: Accumulated depreciation 


Long term investments 


Current assets 

Stock 

Debtors 

Less: Provision for doubtful debt 
Short term investment 
Prepayments 

Cash 

Bank (account 1) 


Capital and Liabilities 
Capital 

Capital account 

Non Current Liabilities 


Loan 


IAS 7: STATEMENT OF CASHEL OW¢ 


ember 31 2007 


Profit and loss for the year ended Dee 


50,000 
y 13;870 


2007 


36,130 
7,000 5,000 


29,400 


72,530 
48,130 30,080 
10,000 9,000 


-r a o 
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STATEMENT OF CASHFLOWS 


Current Liabilities 
Creditors 
Bank overdraft (account 2) 
Interest payable 


Accruals 

14,400 13,100 

_ 72,530 52,180 
Required: SS 
A. Prepare cash flow statement using indirect method, 
B. Calculate cash flow from Operating activities using direct method. (16) 
Question-2 
Profit and loss for the year ended December 31, 2009 

l 2009 
Sales 400,000 
Less: 
Op. stock 
Purchases 
Cl. Stock 
Cost of sales - (128,000) 
Gross profit : 272,000 
Less; Expenses 
Salaries 


Rent expense 
Advertisement expense 
Provision for doubtful debt 
Depreciation 

Interest expense 


(112,350) 
Profit for the year 159,650 
Balance sheet as on December 31 
=Aance sheet as on December 31 
Assets 2009 2008 
Fixed assets j 825,000 650,000 
Less: Accumulated depreciation 40,330 25,480 
784,670 624,520 
Long term investments 150,000 120,000 
Current assets 
Stock 
Debtors 


Less: Provision for doubtful debt 
Short term investment 
Prepayments 

. Cash 
Bank (account 1) 


90,720 127,520 
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EATEN 


ENAMIIRO 


cumber tt 
Hatunee street ason pecebebs 


Assets 
Vania asseta 
Pos \veumulated lepre tation 


TRING sre s commen! WVA 


2009 
1,745,000 
(100,520) 
ERAMU 


2004 
LSO 
UBERAN 
an ERIR 


125,000 S00 
onp terni Genet ee 
COMPTON Weel 204,000 | 74,000 
Sant 148,900 225,000 
Debois (28,850) (16,850) 
Taos Provision tordounbtiil debt 12,000 24,000 
SH tera investment 1400 8,500 
Prepayments 9,500 7,500 
Cash 24,000 17,000 
Nank Gaeeount 1) 304,950 i G 150 

1,97130 1,871215 
Copia Linthities ‘ 
Capial 1,110,830 1,251,615 
Capital account 
Non Current Liabilities 450,000 350,000 
Loan 
ae Linbilldes 415,000 i “225,000 

STL a 
Rank overdiall account 2) ey oe 
Interest payable f 2,500 
\ecruals 9,100 -7100 
412,600. 209,600 


1,973,430 


Additional information 

l, Draw inps were made amounting to Rs, 553,985 

a Part ol fixed assets costing, Rs, 225,000 was sold tor Rs, 120,000, A 
the asset wats Rs, 29,000 

a Investment costing Rs, 50,000 was sold for Rs, 70,000, 

Required: 

A, Prepare cash flow statement using indirect method, 

B, Prepare cash Now from operating activities using direet method, 


Question- $ 


1,871,215 


ecumulated depreciation of 


(14) 


Profit and loss for the year ended December 34, 2007 


Sales 

Less: 

Op, stock 
Purchases 
Cl. Stoch 
Cost of Sales 
Gross profit 


_2007__ 
40,000 


~ 4,000 
13,000 
2,000) 
*_(15, 000) 
25,000 


er | E 
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Less: Expenses 

Salaries 

Rent expense 
Advertisement expense 
Provision for doubtful debt 
Depreciation 

Net loss on sale of assets 
Loss on sale of investments 
_ Interest expense 


Profit for the year 


Assets 
Fixed assets 
Less: Accumulated depreciation 


Long term investments 


Current assets 

Stock 

Debtors 

Less: Provision for doubtful debt 
Short term investment 
Prepayments 

Cash 

Bank (account 1) 


Capital and Liabilities 
Capital 

Capital account 

Non current liabilities 
Loan 


Current Liabilities 
Creditors 

Bank overdraft (account 2) 
Interest payable 

Accruals 


Other information: 


IAS 7: STATEMENT OF CASHFLOWS 


Balance shcet as on December 31 


l. Drawings during the period amounted to Rs. 10,000 

2. One-fourth of operiing investments were sold during the year. 
3. Loan amounting to Rs.3,000 is raised. 

4. Loss on sale of assets comprised of the following: 


569 


Date of purchase “Date of sale 


14,500 


(20,345) 
4,655 

TEE 

2007 2006 

30,000 20,000 
6,000, 4,000, 
24,000 16,000 
6,000 4,000 


11,800 


aso 31,800. 
29,300 18,100 
4,000 


5,000. 


6,000 


400 


3,300 

10,200 9,700 

» 44,500 31,800 
Cost Gain/(loss) 


Scanned with CamScanner 


TEMENT OF CASI 
IAS 7: STATEME {FLOWS 
CHAPTER.9 


3,000 


, .2007 509 

1.1.2004 ane 07 4,000 (1,459 
Asset | ‘ j 30.6.20 1.000 ) 
Asset 2 . 1.1,200 30.6.2007 A ——_(50)_ 
Asset 3 1.3.1995 ( 1,000) 


Rate of depreciation is straight line using 10% per annum. 
All assets have residual value of 10% of cost. 


Required: thod ) 
A. Prepare cash flow statement using indirect me : ting activities). 
B. Prepare cash flow statement using direct method (only operating 
Question-6 2002: 
Following is the Balance Sheet of Mr. Pure Water as on-June 30, > 2002 2001 
i (Rs. in ‘000°) 
FIXED ASSETS 399 329 
Tangible fixed assets ; 263 210 
Intangible assets : = 26 
Long terms investments 
CURRENT ASSETS aaae a 158 107 
Stock in trade ; 410 331 
Trade debtors - . r 53 t; 
Investment v9 ‘ $ 2 | 
Cash in hand i ‘ 623 439 
1285 995 
CAPITAL AND LIABILITIES 
Capital . 642 =" 517 
Non current liabilities 
Long term loans : 179 53 
CURRENT LIABILITIES 
Trade creditors and accrued liabilities A ; : 
464 
` : 1,285 995 
Extract of Profit & Loss Account for the year ended June 30, 2002: p 
: R Rs. in 000 
Operating Profit 221 
Interest income 26 
247 
Interest expense 7 (79) 
Profit , : 168 - 
The following additional information is available: = 
(a) The proceeds of the sale of Long Term Investments amounts to Rs. 32,000, ‘ . 
(b) Fg oN el oo cost of Rs. 89,000 and book value of Rs. 42,000 were sold 
or Rs, 32, urin ; 
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CHAPTER-9 


(c) The following information is available for fixed assets: 


Cost ` 


Accumulated Depreciation 
Net Book Value 


(d) Drawings amounted to Rs. 105,000. 
Required: Prepare Cash Flow Statement for the year ended June 30, 2002. 


Question-7 


Following is the abridged balance sheet of Mr. Azam as at June 30, 2006. 


Furniture, machine and computer 
Vehicle 


Short term investments 
Stocks 


Trade receivables (net of provisions) 
Advances and deposits 

Cash and bank balances 

Bank overdraft 

Creditors and other liabilities 
Interest payable 

Net Assets 


Capital 

The following additional information is also available: 

(i) Accounting profit is Rs. 3,000,000. 

(ii) Depreciation on all assets for the year is Rs. 750,000, 

(iii) 
receivables. The opening balance of the provision was NIL. 

(Giv) Markup paid during the year amounted to Rs. 500,000. 


(v) An old machine having book value of Rs. 500,000 was exchan 


Rs. 950,000. The company paid Rs. 350,000 as the difference. 
of during the year. 


(vi) Vehicle is depreciated at 35% of book value. 
Required: 


Prepare a cash flow statement under ‘indirect method’ 


571 


TAS 7: STATEMENT OF CASHFLOWS 


2002 2001 
(Rs. in ‘000°) 

756 625 
(357) (30S) 
eh) 320 

(15) 
2006 2005 

(Rs. in ‘000°) 
10,500 10,000 
1,200 1,000 
" 750 500 
1,290 1,000 

450 400 

200 200 

160 ‘100 
(400) (200) 

(2,730) (1,900) 

20 


11,400 


11,100 


11,400 11,100 


Provision for doubtful debts at the end of the year amounted to 5% of closing balance of trade 


ged with a new machine costing 
No other fixed asset was disposed 


(15) 
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Question-8 


IAS 7: STATEMENT OF CASHFLOWs 


mber 20X4 using the in-direc 
Prepare a cash flow statement for Lee Ltd for the year ended 31 Dece 


method. 


cember 20X 
Profit and Loss Account for the year ended 31 De 


Sales 

Less Cost of goods sold 
Gross profit 

Less Expenses 
Wages 

Other costs 
Depreciation 
Interest 

Profit for the year 
Dividend 
Retained profit 


Fixed assets at cost 

Less Accumulated depreciation 
Net book value 

Current Assets 

Stock 

Trade debtors 

Cash 

Current Liabilities 

Trade creditors 

Accrued wages 


Financed by: 

Loan 

Ordinary share capital 
Retained eamings 


Question-9 


Profit and Loss Account for the year ended 31 December 20X4 
Rs. in ‘000° 


Sales 

Cost of goods sold 

Gross profit 

Less: Expenses 
Depreciation 

Interest 

Other expenses 

Profit for the year before tax 
Tax 

Profit for the year after tax 
Dividend 

Retained profit 
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Balance Sheet as at December 31 


20X4 
Rs. Rs. 
4,500 
2,300 
2,200 
400 
150 
200 750 
325 
25 (350) 
-2.600 
900 
1,000 
700 
-2,600 


(12 
4 ) 
Rs. Rs, 
6,500 
— 80) 
3,500 
2,000 
600 
500 
100 3,200 
300 
—{50) 
—25Q 
20X3 
Rs, Rs, 
3,800 
1.800 
2,000 
500 
200 
—100 800 
300 
2250) —(350) 
2,450 
1,000 
1,000 
450 


Rs. in ‘000’ 
10,000 


- (6,000) 
4,000 


600 
150 


-2.100 


(2.850) 
1,150 
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SAS 7: STATEMENT OF CASHFLOWS. 


Balance Sheet as at 31 December 


20X4 20X3 
Rs. Rs. Rs. Rs. 

Fixed assets at cost 6,000 6,000 
Less Accumulated depreciation 3,000 2.400 
Net book value 3,000 3.600 
Current Assets 
Stock 500 450 
Trade debtors 200 250 
Cash 1.610 2,310 150 850 
Less Current Liabilities 
Trade creditors 310 300 
Taxation 200 (510) 150 (450) 

7 4,800 4,000 
Financed by: 
Ordinary share capital 2,000 2,000 
Retained earings 2.800 2.000 

4,800 4,900 

Question-10 


FELIX Limited is a technology company that has produced the following ‘financial statements for the year 
ended 31 December 2012. 


Felix Limited 
Statement of Profit or Loss for the year ended 31 December 2012 
y Rs.in'000’ 
Revenue 351 
Cost of sales (232) 
Gross profit 119 
Other income 16 
Administration i i (46) 
Distribution (27) 
Operating profit 62 
Interest payable - (18) 
Profit before taxation 44 
Taxation a7) 
Profit after tax 27 
Felix Limited 
Statement of Financial Position as at 31 December 2012 
2012 2011 
Rs.in'000’ Rs.in'000’ Rs.in'000° Rs.in'000° 
Assets 
Non-current assets i 
Property, plant & equipment 2,140 1,970 
Current assets 
Inventories - 89 67 
Trade Receivables 72 98 
Prepayments 21 14 ; 
Bank 38 220 35 214 
2,360 2,184 
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CHAPTER-9 
Equity & Liabilities 015 
Share capital and reserves l, 60 9 
Share capital (Rs.1 shares) 427 x 
Share premium ——— 4 
Profit and loss 1,30% “ee 
Non-Current Liabilities 690 5] 
Long term loans y 
p 110 14] 
31 


Current liabilities 
2 


Trade Payables 3 
Accruals 35 168 228 


Corporation tax 


The following additional information is also available: ani 
l: The net book value of non-current assets is arrived at as j 2012 2011 
Rs.in'000. Rs. -in'000 
2,590 i 
Property, plant & equipment at cost (450) 2,470 
Accumulated depreciation — (S00) 
— 2,140 1,979 
lation to interest charges at year end: 
2. Accruals include the following amounts in relati 2012 a4 
i Rs.in'000.  Rs.in'000, 
12 E 7 


Amount owing at year end z 
During the year an asset which cost Rs. 92,000 was 5 sold for Rs. 31,000. The. asset was 


3; 
depreciated by Rs. 77,000 at the date of sale. - 

4. Investments sold during the year were sold at par vil No new investments were acquired 

5. The ordinary dividend declared and paid during the year was Rs. 21,000. 

6. Insurance of Rs. 12,000, paid for the quarter ending 31. March 2013, was included in 


administration costs. 
` Required 
imi © 6) 


Prepare the Statement of Cash Flows for Felix Limited for the year to 31 December 2012 

Question-11 z 

The Statement of Financial Position, Statement. of Changes in Equity and other relevant information of 

FRANCHISE Limited, for the year ended 31 December 2012, are as follows: i 
Statement of Financial Position as at 31 December 2012 


; 2012 2011 
Assets 3 
Non-current assets 332,550 . 180,800 
Investments at cost 130,000 462,550 130,000 310,800 
Current assets 
Inventories o ` 132;420 156,780 
142,560 92,360 
255,440 


«» Trade receivables’ 
Prepayments 21,800 296,780 ` 6,300 ; 
—— 21.800 296,780 ` 6,300 255,440. 


Total assets 
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CHAPTER-9 


IAS 7: STATEMENT OF CASH FLOWS 


Equity And Liabilities 
Capital and reserves 
Ordinary shares 


220,000 160,000 
Share premium 15,000 0 
Retained eamings : 155,380 __133,190_ 
390,380 293,190 
Non-current liabilities ` 
Debentures 135,000 86,500 
Current liabilities 
Trade payables 95,340 83,260 
Accrued expenses 19,360 12,440 
Bank overdraft 56,500 42,600 
Corporation tax 62.750 233,950 48,250 186,550 
759,330 566,240 
Additional information: | 
l. The Statement of Profit and Loss includes the following charges for the year: 
2012 2011 
Rs. Rs. 
Interest 18,500 9,400 
Taxation 23,000 18,450 
Depreciation 


30,000 26,700 
There was no interest owing at year end. 


The company disposed of plant and e 


: Rs.35,000. Proceeds from the sale amoun 
3: The ordinary 


2 


quipment during the year with a net’ book value of ` 
ted to Rs. 50,000. 
dividend declared and paid during the year was Rs. 27,000. 


Required 


Prepare a Statement of Cash Flows for Franchise 


Limited for the year to 31 December 2012 in accordance 
with IAS 7 Statement of Cash Flows. 


(12) 
uestion-12 
Junaid Janjua Ltd has provided you the following balance sheet and income statement. 
. Balance Sheet as on December 31, 2010 


5,647,000} 5,429,000 
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IAS 7: STATEME 
CHAPTER.O 


188,000, 263,009) 

AOS i 
Trade payables 10, a, 24009 
Expenses Payable - es 0 580,009 
Short-term loans DKS000 1,160,000 


d wi 
Lonp-term loans 482,000 


1,518,009 


Share Capital 1.884.009 
Retained earnings 5,429,000 


Total liabitides and equity ’ ———— 


5 10 
al December 31, 20 
Income Statement for the year ended Dece 


9,280,000 
Sales revenue (6,1 99,000) 
Cost of poods sold 3,081,000 


Gross profit 


Less: Operating expenses 

Selling expenses 

Administrative expenses 

Other expense (Loss on sale of equipment) 
Depreciation expenses 


Add: other incomes 


-> Gain on sale of land 
. Gain on sale of long term investment 

96,000 
Net income 950,000 
Notes: 
(a) Long term investments costing Rs. 100,000 were sold during the year, 


(b) Depreciation charged during the year on equipment amounted to Rs. 60,000, Equipment having a 
book value of Rs, 75,000 was sold during the year, 
(c) Dividend amounted to Rs, 1,432,000, 


Required: ` 
A. Prepare a cash flow statement for the year ended December 31, 2010(from indirect method) 
B. Prepare a cash flow statement for the year ended December 31, 2010 from direct method (only 


Operating cash flow) 
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Oooo IAS 7: STATEMENT OF CASHFLOWS. 


Question-13 
The following data rel 


2007. 
Particulars 
a ie 
Inventory a poe 
Prepaid expenses C ieaaeen a 
Trade debtors —— 
Cash 


Accounts payable 
Income tax payable 
Sales 
Cost of sales 
Interest expenses 
Taxation : 
Depreciation - included in operating expenses 
-Included in cost of goods sold 


Profit before tax 


Required: 
What will be the net cash flow from operating activities is as under: - 


A. Direct method 
B. Indirect method 


$$. 
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ates to Shahna . r 
annawaz Sports (Private) Limited for the year ended June 30, 2006 and 


= 


80,000 


89,000 
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IAS 7: STATEMENT OF CASHFLOW, 
CHAPTER-9 


S 
PRACTICE SOLUTION 


Answer-1 "i 
Cash flow indirect method 
ae ow indirect method 


Cash flow from Operating Activities 7.259 


Profit for the year 

Adjustments for; 
Depreciation 809 | 
Interest expense , 


Operating cash flow before Working capital changes 
Adjustment for w orking capital changes 
(Increase)/decrease in current assets 
(Increase)/decrease in inventory 
(Increase)/decrease in debtors — [(11,000-8,00) - (8,000-400)] 
(Increase)/decrease in pre payments 
Increase((Decrease) in current liabilities 
Increase/(decreasc) in creditors 
Increase/(decrease) in accrued expenses 
Working capital changes 
Cash generated from operations r 
Less: Interest paid f (W-5) 


Net Cash from operating activities A 


Cash flow from Investing Activities 


Purchases of fixed assets (W-3) 
Purchases of investment (W-6) 
Net cash from investing activities B 
Cash flow from Financing Activities 
New capital from owner (W-2) | 10,806 
Loan raised (W-7) _1, 000 | 
Net cash from financing activities E tt soo 
Net increase in cash and cash equivalents (A+B+C) 4.700 
Add: cash and cash equivalents at beginning of period (W-1) 4,900 
Cash and cash equivalents at end of period (W-1) 10.400 
WORKINGS 
(W-1) Cash and cash equivalents 2007 2006 
Bank 3,000 —*00 
Cash ; 600 1,200 
Short a 10.000 5,000 
Bank overdraf (3,000) (1,000) 
10,600 5,90, 4 
| 
| 
j 
| 
| 
578 | 


Scanned with CamScanner 


CHAPTER-9 


TAS 7: STATEMENT OF CASHFLOWS 


(W-2) 

Dr. Capital account Cr. 
Op. 30,080 
Profit 7,250 

cl. 48.130 | Cash (New capital) (bal.) 10,800 

(W-3) 

Dr. Fixed asset at cost Cr. 

Op. 35,000 

Cash (additions) (bal.) 15,000 | cl. 50,000 

(W-4) 

Dr. Accumulated depreciation Cr. 
Op. 7,320 

cl. 13,870 | Depreciation 6,550 

(W-5) 

Dr. Interest expense Cr. 

Cash (bal.) 1,200 | Op. 800 

cl. i 400 | Pand L .800 

(W-6) ; 

Dr. Investment account Cr. 

Op. 5,000 | 

Cash (new purchased) (bal.) i 2,000 | cl. . 7,000 

(W-7) ‘ 

Dr. Loan account . Cr. 

Op. , 9,000 - 

cl. 10,000 | Cash (raised) (bal.) 1,000 

Cash flow direct method 

Cash flow from operating activities 

Cash received from customers (W-1) i a 

Cash paid to suppliers (W-2) 

Cash paid for expenses (W-3) 

Less: 

Interest paid 

Net Cash from operating activities A 2 

WORKINGS 

(W-1) > 

Dr. Debtor ` Cr. 

Op. 8,000 | Cash (bal.) ` 47,000 

Sale 50,000 | cl. . 11,000 
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(W-2) 
Dr, _ Creditor z 
aha a Op ee si 
cl, 7,000 | Purchases ‘ Iso 
(W-3) 
Dr Expenses Q 


Op. prepaid 3,000 | Op. payable Tif 


R 4 ) 
Cash (dbal) 19,900 | P and L (4,000+2,000 15,000) aw 
Ci Pay able 4,000 | Cl. Prepaid im 
(W-4) 
Dr, Interest expense 


Cash (bal,) 1,200 | Op. 
el. 400 | Pand L : 80) 
Answer? 
Cash Now indirect method Rs 
Cash flow trom Operating Activities 
Profit tor the year 159,65 
Adjustments for: 
Depreciation 14,850 
Interest expense 7,500 
— 22,35) 


Operating cash flow before Working capital changes 
Adjustment for working capital changes 
(Increase)/decrease in current assets 
(Increase)/decrease in inventory ` 
(Increase)/decrease in debtors [(47,000-9,480)-(85,000-7,480)} 
(Increase)/decrease in pre payments 
Increase/(Decrease) in current liabilities 
Increase/(decrease) in creditors 
Increase/(decrease) in accrued expenses 
Working capital changes 
Cash generated from operations 
Les 


ss: 

Interest paid (W-5) 
Drawings (W-2) 

Net Cash from operating activities A 

Cash flow from Investing Activities 
Purchases of fixed assets (W-3) (175,000) 
Purchases of investment (W-6) 30,000 

Net cash from investing activities B (205,000) 
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Cash flow from Financing Activities 


New capital from owner 
Loan raised 
Net cash from financing activities 


Net increase in cash and cash equivalents 
Add: cash and cash equivalents at be 
Cash and cash equivalents at end of period 


WORKINGS 

(W-1) Cash and cash equivalents 
Bank 

Cash 

Short term investment 

Bank overdraft 


(W-2) 


ginning of period 


(W-2) ' 
(W-7) 
Cc 


(A+B+C) 
(W-1) 
(W-1) 


15,000 


15,000 


(21,300) 
(4,500) 
(25,800) 


2009 2008 
5,800 4,500 
3,400 6,000 

15,000 10,000 

(50,000) (25,000) 

(25,800) (4,500) | 


Dr. Cr. 
Cash (Drawings) (bal.) 77,500 | Op. 618,940 
cl. 701,090 | Profit 159,650 


(W-4) 


ixed asset at cost 


A Cr. 
Op. - 650,000 
Cash (additions) (bal.) 825,000 


reciation (bal.) 


Dr. Accumulated depreciation Cr. 
Op. 25,480 
cl. 40,330 | De 14,850 


Op. 
Cash (new purchased) (bal.) 


(W-7) 


Cash flow direct method 


Cash flow from operating activities 
Cash received from customers 


Cash paid to suppliers 
Cash paid for expenses 


Dr. nterest expense Cr. 
Cash (bal.) 4,000 | Op. 11,500 
cl. 15,000 | P and L 7,500 


Dr. .__ Investment account 


(W-1) 
(W-2) 
(W-3) 


Cr. 


150,000 


4 Cr. 
: Op. 85,000 
cl. 100,000 | Cash (raised) (bal.) 15,000 


Rs. 


438,000 
(105,000) 
(82,800 
250,200 
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am 0 
CHAPTERS y ŘŘ—— y% 
Less: (W-4) 4 
Interest paid (W-5) ne 
Drawings ` o 


Ci 
Net Cash from operating activities A —~ ky 
WORKINGS 
as ` Debtor : 
Op. $5,000 | Cash (bal.) rm 


Sale 400,000 | cl. 47.9) 
(W-2) 

Dr, Creditor C 
C S000 OP s 
cl, ‘ 150,000 | Purchases 130,00 
(W-3) 

Dr. 

Op. prepaid 

Cash (bal.) 

cl, Payable 

(W-4) f 

Dr. Cr, 
Cash (bal.) 4,000 | Op. ) 
el: 15,000 | P and L 7 
(W-5) 
_Dr. Capital account 

Cash (Drawings) (bal.) 77,500 | Op. 

cl. 701,950 | Profit 159,65) 


Answer-3 
Cash flow indirect method 


Rs, 
Cash flow from Operating Activities 
Profit for the year 445,085 


Adjustments for: 
Depreciation 
Gain on sale fixed 
Interest expense 


Operating cash flow before working capital changes 
Adjustment for working capital changes 
(Increase)/decrease in current assets 
(Increase)/decrease in inventory 
(Increase)/decrease in debtors-net [ 
(Increase)/decrease in pre payments 
Increase/(Decrease) in current liabilities 
Increase/(decrease) in creditors 
Increase/(decrease) in 
Working capital changes 
Cash generated from operations 


(105,000-1 8,850)-(125,000-1 2,850)} 


accrued expenses 
3 
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Less: 
Interest paid (W-6) (1,400) 
Drawings (W-2) (261,800) _ 
Net Cash from operating Activities 


A 266,000 
Cash flow from Investin Activities 


Purchases of fixed assets 


‘ (W-3) (404,500) 
, Sales proceeds from disposal of fixed assets (W-5) ' 100,000 
Purchases of investment (W-7) 65,000 
Net cash from investing activities B (369,500) 
Cash flow from Financing Activities 
New capital from owner (W-2) 
Loan raised (W-8) : 125,000 
Net cash from financing activities Cc 125,000 
Net increase in cash and cash equivalents ` (A+B+C) 21,500 
Add: cash and cash equivalents at beginning of period (W-1) __2,000_ 
Cash and cash equivalents at end of period i (W-1) ‘ 23,500 
WORKINGS 
(W-1) Cash and cash equivalents 2009 2008 
Bank i 15,000 12,000 
Cash i 4,500 5,000 
Short term investment 10,000 20,000 
Bank‘overdraft : S (6,000) (35,000) 
23,500 2,000 
(W-2) : 

. Dr. . ` Capital account Cr. 
Cash (Drawings) (bal.) ` 261,800 | Op. o 1,931,725 
cl. 2,115,000 | Profit . 445,075 
(W-3) 


(W-5) 


Dr. Disposal a/c-vehicle 


Fixed assets 100,000 | Accumulated depreciation 
Gain on sale of vehicle 10,000 | Cash 


100,000 
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CHAPTER-9 7 a 
(W-6) | 
= Interest expense _ eee — o 
Cash (bal.) 1,400 | Op. oe 
7,500 | P and L 2s 
(W-7) 

= Investment account of 
= 250,000 bi 

Cash (new purchased) (bal.) 65,000 | cl. Sinn 
(W-8) l 
Dr Loan account i r, 

Op. Z500 

cl. 375,000 | Cash (raised) (bal.) 125 04 


Cash flow direct method 


—————————_—_—_—_—— ALLAS 


Cash flow from operating activities 


Cash received from customers (W-1) 
Cash paid to suppliers (W-2) 
Cash paid for expenses (W-3) 
Less: 
Interest paid (W-4) 
Drawings (W-5) 261,800 
263,200 
Net Cash from operating activities A i . . — 266,000 
WORKINGS 
(W-1) 
Dr. Debtor 5 Cr, 
op. 125,000 | Cash (bal.) 1,220,000 
Sale 1,200,000 | cl. 105,000 
(W-2) 
Dr. : Creditor i Cr, 
Cash (bal.) 535,000 | op. 85,000 
cl. 150,000 | Purchases 600,000 
(W-3) 
Dr. à Expenses Cr. 


op. prepaid 6,500 | op. payable 2,100 
Cash (bal.) 155,800 | P and L (125,000+27,000+14,000) 166,000 
cl. Payable 8,500 | cl. prepaid 2,700 
(W-4) P x 
Dr. Interest expense Cr. 
Cash (bal.) 1,400 | op. 6,400 
cl. 7,500 | Pand L 2,500 
(W-5) 
Dr. Capital account p 
Drawings 261,800 | op. 1,931,725 
cl. 2,115,000 | Profit 445,075 
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STATEMENT OF CASHELUMWS 


Answer-4 
Cash flow indirect method 
SAI erect method 


Cash flow from Operating Activities 


Profit for the year 


Adjustments for: 
Depreciation 
Gain on sale of investments 


(50,000-70,000) 
Loss on sale of fixed assets 


Interest expense 


Operating cash flow before working capital changes 
Adjustment for working capital changes 
(Increase)/decrease in Current assets 
(Increase)/decrease in inventory 
(Increase)/decrease in de 
(Increase)/decrease in pre payments 
Increase/(Decrease) in current liabilities 
Increase/(decrease) in creditors 
Increase/(decrease) in accrued expenses 


btors-net [(135,900-28,850)-(225,000-1 16,850)] 


Rs. 


339,620 


—123,380_ 
463,000 


(30,000) 
101,100 
1,100 


120,000 


2,000 
Working capital changes 194,200 
Cash generated from operations 657,200 
Less: 
Interest paid (W-6) : (2,540) 
Drawings (W-2) (553,985) 
Net Cash from operating activities A 100,675 
Cash flow from Investing Activities 
Purchases of fixed assets (W-3) (429,655) 
Sale proceeds from disposal of fixed assets (W-5) 120,000 
Proceeds from sale of investments (W-9) 
Purchases of investment (W-7) 
Net cash from Investing activities B (299,255) 
Cash flow from Financing Activities 
New capital from owner (W-2) 
Loan raised (W-8) 100,000 
Net cash from financing activities C 173,580 
Net increase in cash and cash equivalents (A+B+C) (25,000) 
Add: cash and cash equivalents at beginning of period (W-1) 14,500 
Cash and cash equivalents at end of period (W-1) (10,500) 
WORKINGS 
(W-1) Cash and cash equivalents 2009 2008 
Bank , 23,000 17,000 
Cash 9,500 7,500 
Short term investment : 17,000 25,000 
Bank overdraft (55,000) (35,000) 
(10,500) 14,500 
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CASH, 
Loy, 
See 


ir 
a 
339, 
A 0 | Profit , Dey 
rawing 1.11083 New capital (bal.) ng 
cl, 
(W-3) Fixed asset at cost ~~ 
letion 225 MN 
Dr. 1,540,345 | De 125g 
Cash (additions) (bal.) 
Do Accumulated depreciation = g 
r. =f 
Disposal a/c 25,000 | Op. Pe 
cl di 460,520 | Depreciation 
(W-5) 
Dr, 


nt & mach , 
225,000 | Accumulated depreciation Sig 
| Cash 120 
| Low on sale of fined assets (bal Wt, 
(W-6) 
Dr, 


D 


—— Vet men: Mcownt 
Cash (new Purchased) (bal ) 


(W-8) 
Dr, 1 
a a 1an sirote M Cr 
" Op j ae 
3 450,005 Cash (rniseg the tpn 
“ash flow d rect 
Cash flow tom operating activities 
Cash received from Customers Wy Re 
Cash paid to Suppliers w Kd 9910) 
Cash paid for expenses wo BALET 
) 
(S46 ocx 
Less “Re Ne 
Interest Paid j 
Drawings Wij tor) 
12.40) 
Net Cash from Operating activities A 


| (847 ese) 


(S84 $35) 
100,676 
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CHAPTER? IAS 7: STATEMENT OF CASHFLOWS 
WORKINGS 

(W-1) 

Dr. Debtor cr 
op. 225,000 | Cash (bal) DERE 
Sale 1,850,000 | cl. 135,90 

(W-2) 

Dr. Creditor Cr: 
Cash (bal.) 735,000 | op. 225,000 
cl. 5 : 345,000 | Purchases 855,000 
(W 

Dr. =- Expenses Cr. 
op. prepaid 8,500 | op. payable ~ 7,100 
Cash (bal.) 546,900 | P and L (350,000+125,000+75,000) 550,000 
oa 9,100 | cl. prepaid 7,400 
( ai 


Dr. 2 Interest expense 
Cash (bal.) 2,540 | op. 2,500 
d. 3,500 | Pand L 3,540 


Answer-5 
Cash flow statement using indirect method 


Cash flow from Operating Activities 
Profit for the year 


Adjustments for: - 
. Depreciation 3 
Net loss on sale of fixed assets 
Loss on sale of investments 
Interest expense 


Operating cash flow before working capital changes 
Adjustment for working capital changes 
(Increase)/decrease in current assets 
(Increase)/decrease in inventory 
“(Increase)/decrease in debtors [(9,000-800) - (6,000-600)] 
(Increase)/decrease in prepayments 
Increase/(Decrease) in current liabilities 
Increase/(decrease) in creditors 
Increase/(decrease) in accrued expenses 
“+ Working capital changes 
Cash generated from operations 
Less: ` 
Interest paid 
Drawings made 
Net Cash from operating activities A 
Cash flow from Investing Activities ` 


Purchase of fixed assets (W-3) 
Sale proceeds from disposal of fixed assets [(W-5) 2,555 + (W-6) 1,650 + (W - 7) 50] 


(W-9) 


Purchase of investment (W-10) 
Sale proceeds of investment (W-10.1) 
Net cash from investing activities B 


587 


Cr. 


2,000 
(2,800) 
200 


(1,000) 
700 

900. 
10,900 


(800) 


(10,000) 
100 


(18,000) 
4,255 
(3,000) 
200 
(16,545 
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IAS 7: STATEMENT OF CASH, 
Ws 
CHAPTER-9 


vith -2 
Cash flow from Financing Activitles (W-2) 


New capital from owner 


: -11 
Loan raised r ) 
Loan repaid = 
Net cash from tinancing activities slits (A+B+C) 
Net increase in cash and cash equiva en ing of period (W-1) 
Add: cash and cash equivalents at Parar 8 (W-1) 
Cash and cash equivalents at end of peri 
WORKINGS 
(W-1) Cash and cash equivalents 
=c ash equivalents 
Bank 
Cash 


Short term investment 
Bank overdraft 


(W-2) 
Dr. 
Drawing 


Capital account 


10,000 op. 
cl. 29,300 | Profit i 4,655 
. Cash (New capital) (bal.) 16,545 
(W-3) 


Fixed asset at cost 

20,000 | Disposal Asset | 
18,000 Disposal Asset 2 
Disposal Asset 3 
cl. 


op. 
Cash (additions) (bal.) 


Accumulated depreciation 


Disposal 


Asset 1 ( W-8) 


i 945 op. 

Disposal Asset 2 (W-8) 900 Depreciation . 4,745 
Disposal Asset 3 (W-8) 900} Í 
cl. 


ccumulated 
Cash (bal.) 


Asset 2 Disposal Account 
4,000 Accum 
Cash (b 


, . i 
(W-7) and L 
Dr. 
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CHAPTERS 


VAS 7: STATEMENT OF CASHFLOWS 


w-s) 
‘catewtation of accumulated depreciation of assets disposed off Asset 1 Asset 2 Asset A 
naii value = 3000 4.000 1,000 
pepreciable amount om Can cm m 
Depreciation per year ; 4 $ gree a5 
Life till date of disposal (in years) 3.5y rs sY 10Y 
945 900 900 
(W-9) 
Dr. Interest expense Cr. 
Cash (bal) 800 | op. ——~400- 
cl, 200 | Pand L 600 
(W-10) ‘ 
Dr. Investment account Cr. 
D maiad.  . sel Disposed (4000/4) s 1,000 
Cash (new purchased) (bal.) 3,000 | cl. 6,000 
(W-10.0) Entry for disposal of investment Dr. Cr. 
Cash (bal.) 200 
Pand L 800 
Investment ` 1,000 
(W-11) 
Dr. Loan account Cr. 
Cash (repaid) (bal.) 2,000 | op. < 4,000 
cl. 5,000 | Cash (raised) A 3,000 
Cash flow statement using direct method ` ; Rs. 
Cash received from customers (W-1) 37,000 
Cash paid to suppliers (W-2) (14,000) 
Cash paid for expenses (W-3) 12,100 


900 


Less: 
srest paid (W-4) (800) 
Interest pal 10,000 


Drawings made 


j (10.800) 
_ Net Cash from operating activities À 100 
WORKINGS 
wW- 
te R Debtor Cr. 
eee 6,000 | Cash (bal) 37,000 
Sale 40,000 | cl. 9,000 
ag Creditor $ - cr, 
A 
Cash (bal.) 14,000 | op. bios 
cl i á 5,000 | Purchases f 5 R A 
(W-3) es,’ 


Expenses 


Dr, 3,300 
n 00 | op. payable ` 
a ing R ee ead L (2,000 + 3,000 + 8,000) 
ash (bal.) F sl. prepaid 
cl. Payable 4,000 | cl. prep 
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+7: STATEMENT Op c 
IAS 7: S1 OF ¢ ASit n 
CHAPTER-9 Ws 


(W-4) 
Dr. 

Cash (bal.) 
cl, 


Answer-6 


Interest expense 


800 | op. 
200 | Pand L 


Mr. Pure Water 
Cash flow statement 
For the year ended June 30, 2002 


Cash flow from Operating Activities 


Profit before tax 
Adjustments for: 
Depreciation 


(Gain)/loss on sale of furniture 
(Gain)/loss on sale of investments 
Interest expense 

Interest income 


Operating cash flow before working capital changes 
Adjustment for working capital changes 


( Increase)/decrease in current assets 
(Increase)/decrease in inventory 
(Increase)/decrease in debtors (net) 

Increase/(Decrease) in current liabilities 
Increase/(decrease) in creditors 


Working capital changes 
Cash generated from operations 
Less: 
Interest paid 
Drawings made 
Net cash from Operating activities 


Cash flow from Investing Activities 
Purchase of fixed assets 


Intangible purchased (additions) 


Sale proceeds from disposal of fixed assets 


Sale proceeds of investment 
Interest received < 2 
Net Cash from investing activities 


Cash flow from Financin Activiti 
New Capital form owner 
Loan raised 
Loan repaired 
Net cash from financing activities 


Net increase in cash and cash equival 


Ada: cash and cash equivalents at be 
Cash and cash equivalents at end of p 
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(W-6) >, 
 (W-5) 
(W-7) 
(51) 
(79) 
39 
91 
233 
(79) 
(105) 
A 49 
(W-4) 
(263 - 210) 
B 
es 
(W-2) 62 
(W-8) 126 
Cc 188 
ents (A+B+C 
ginning of period (W-1) si 
eriod (W-1) 55 
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CHAPTER-9 


IAS 7: STATEMENT OF CASHFLOWS 


WORKINGS . 

wt) Cash and cash equivalents 2002 2001 

Cash P - 2 

Short term investment es 
3 55 | 

(W-2) 

Dr. 


Capital account 


Drawing 105 Op. : 5 pap 
Profit 168 

á 642 | New capital (bal.) we 

(W-3 deleted) E 

(W-4) l 

Dr. Asset account at cost Cr: 

a 625 | Disposal 3 

Additions (bal.) 220 | cl. 7 756 

w-5 c 

Dr. Disposal Account = 


89 | Accumulated depreciation (89-42) 
Cash 


m P and L (bal.) . 10 
(W-6) l s 
Dr. Accumulated depreciation E ” Er 
Asset disposal 47 | Op. 305 
(W-7) 
. Entry for disposal of investment Dr. > Cr. 
Cash s 5 32 
Pand L ' 6 
Investment : j 26 
(Entry for disposal of investment). : 
(W-8) 
Dr. ` Long term loan : Cr. 
A | Op. i 53 
cl. 179 | Cash (bal.) ; , 126 
Answer-7 
Mr. Azam ` 
Cash flow statement 
For the year ended June 30, 2006 
Cash flow from Operating Activities Rs. in ‘000° 
Profit for the year -3,000 
Adjustments for: . 
- Depreciation on furniture, machine and computer ~ h 750 
Depreciation on vehicle . (W-5) f 646 
Interest expense (W-6): 520 
Gain on sale of machinery . (W-7) ~ (100 
1,816 
Operating cash flow before working capital changes 4,816 
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IAS TE STATEMENT Op, ASIn 


CHAPTPR-9 


(3 . UE CP 
£ rworkir goy 
Adnustment for wo Ag capita hanges 


p 
BO) | 
(AONE 
Debtors = $ j 
` oh r a a L 4 () | | 
Credo and other liabilities RN 
v hi i 
Working capital change S (W-3) Q w 
Drawings i — Coy 
Interest paid ae d Nk 
Net Cash trom operating activities 
` Activities rf B S 
tom Investing Activ ciaitonsiens (W=) (X00 
“a oo of furniture other than through exchange (W-7) ; (sp | 
Exchange of assets (W-S) ~ (Ho 
Purchase of vehicle 7 : B (1,096 
Net cash from investing activities | 
Cash Now from Fina cing Activities A — =‘ 
New capital trom owner 
Loan taised/ (repaid) é 
Net cash from financing activities 
Net increase in cash and cash equivalents (A+B+ ©) ` | > 
Add: cash and cash equivalents at beginning of period l 400 
Cash and Cash equivalents at end of period’ 
q p 


S10 

A 
WORKINGS . 
(W-1) Cash and cash equivalents —2006___ 2005, 2005, i 
Short term investments 750 500 
Cash and bank 160 100 
Bank overdraf ` (400) (200) 
Cash S10 400 
(W-2) Deleted 
(W-3) . 


Cr, 
100 
Profit 11,10¢ 


"3.00 
New Capital saa 


- 


Cr, 

Additions (bal.) 750 

isposal (exchange) 500 
i . : 10,500 

Dr, ` 

b/d 


Cash (additions) (bal.) 


Cr, 
O46 
1,200 
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AS 7: STATEMENT OF CASHFLOWS 


Interest expense 
500 Op. 


Profit 
di = It and loss (bal.) 520 
(W-7) Entry for disposal of machine 
Machine Dr. Cr. 

P and L (bal.) à 950,000 

Machine BV . s 100,000 

Cash : 500,000 

` 350,000 
Answer-8 
Cash flow indirect method R 
Cash flow from Operating Activities i Rs. 
Profit P 
Adjustments for: 300 

Depreciation , 

Interest expense i i 
Operating cash flow before working capital changes 900 
Adjustment for working capital changes 

(Increase)/decrease in current assets 
(Increase)/decrease in inventories 100 
(Increase)/decrease in trade debtors ` 50 
Increase/(Decrease) in current liabilities _ 
Increase/(decrease) in trade creditors - 25 
Increase/(decrease) in accruals 25 
Working capital changes 150 
Cash generated from operations — Toso 
Less: i 
Interest paid (W-2) : (100) 
Dividend paid (50) 
Net Cash from operating activities A 900 
Cash flow from Investing Activities : a *. 
Purchase of fixed assets i (W-3) (700) 
Sale proceeds from disposal of fixed assets $ : - 
Net cash from investing activities B ’ l (700) 


- Cash flow from Financing Activities 


Proceeds from issue of share capital f 
Debenture loan repaid i 3 


Net cash from financial activities c ' , (100) 

Net increase in cash and cash equivalents , (A+B+C) 100 

Add: cash and cash equivalents at beginning of period (W-1) — 

Cash and cash equivalents at end of period (W-1) ` i , 
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IAS 7: STATEMENT Of Case 
Loy 
CHAPTER-9 


20X4 
2 
WORKINGS < n x " 
(W-1) Cash and cash equivalents 
Cash 


Interest = nse g 
W-2) _Dr. aie 
en Cash (bal.) = | pant 
cl, 


Fixed asset at cost g 
dii 3,800 | Disposal . 
Cas i 00 | cl. ; 4 
ee Preset, Fe Depreciation a 
(W-4) Dr. z k 
l 2,300 | Depreciation (bal.) 
a; | ir 


Soy 
Answer-9 


Rs, 
Cash flow indirect method : 

Cash flow from Operating Activities 

Profit before tax 


Adjustments for: 


: hist 
| 
Depreciation | 
“Interest expense 15) 
Operating cash flow before working capital changes L, 
Adjustment for working capital changes 
(Increase)/decrease in current assets 
(Increase)/decrease in inventories (50)) 
( Increase)/decrease in trade debtors 50) 
Increase/(Decrease) in current liabilities | 
Increase/(decrease) in trade payables 0, 
orking capital changes - 10 
Cash generated from Operations 1,910 
Less: ‘ 
Interest paid 
Dividend paid 


innin A+ 
beginning of perio d (A+B+C) 


Wa 1,460 
of period ) . w 
l a 7,610 
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AS 7: STATEMENT OF CASHFLOWS 


NGS 
WORN ah and cash equivalents pan aon 
(Ww 


h 1.610 150 
e 1.610 150 


D 


x) r. Interest expense Cr. 
0 Cash (bal.) 150 op. x 
cl. -| PandL 150 

v3 Dr. Income tax expense Cr. 
0 Cash (bal.) 150] op. 150 
cl. i 200 | PandL 7 200 

qs) Dr Non-current at cost Cr. 
op. 6,000 | Disposal 9 

Cash (additions) (bal.) -| cl. 6,000 

w-5 _Dr. Accumulated De reciation Cr. 
ap. 2,400 

cl. 3,000 | Depreciation (bal.) 600 


Answer-I 0 


Cash flow indirect method 


Rs, 
Cash flow from Operating Activities : ` 
Profit before tax (W-2) rr 
Adjustments for: . 
Depreciation (W-7) zj 
(Gain) on sale of non-current assets (W-8) (16) 
Interest expense i$ 
Operating cash flow before working capital changes ma ; 85 
Adjustment for working capital changes l 


(Increase)/decrease in current assets 
(Increase)/decrease in inventories 
(Increase)/decrease in trade receivables 
(Increase)/decrease in prepayments (W-10) (14 - 33) 
Increase/(Decrease) in current liabilities 
Increase/(decrease) in trade payables . 
Increase/(decrease) in accrued expenses (W-9) - 
Working capital changes 
Cash generated from Operations 


Less: f f 
Interest paid (W-3) 
Dividend paid 
Income tax paid , i wa 

Net Cash from operating activities A i 

Cash flow from Investing Activities 
Purchase of fixed assets ` (W-6) 

i ale proceeds from disposal of fixed assets J 

êt cash from investing activities B (en) 
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CHAPTER-9 


ing Activities 

from Financing © 5 

oS from issue of share capital 
Long term loan raisi 


jal activities 
Net cash from financial 7 
nis increase in cash and cash equiv a at period 
Add: cash and cash equivalents at begin 


Cash and cash equivalents at end of period 
WORKINGS 

(W-1) Cash and cash equivalents 

Bank 


(W-2) Profit before tax 
As'per question , f 
Add: Prepaid expense wrongly debited to admin costs 


-i Vig 


Ny 

(1,015 - 970) + (60 - 55) 
(W-5) 9 
; iy 
(A+B+C) ` A) 
(W-1) : 
A | $ 
(w-!) — 

2007 2» 

— eS, 
38 ~~ 
— 
4 
—h 
— 


(W-3) _Dr. Interest expense D 
: Cash (bal.) 23.| op. > 
cl. i a i2| PandL i 


B Dr. Income tax expense ` Cr, 
Cash (bal.) 38 | op. 56 
cl. 35| PandL n 

(W-5) _Dr. $ Loan account C 
Soo ma 
x Cash (raised) (bal.) 180 


(W-6) Dr. 


(W-7 Dr. 


Disposal Accumulated Depreciation + 
> cl, É : . 
_ (W-8) 450 | Depreciation (bal.) . l 500 


Cost =— Disposal Account 
P/L (bal. 92| Ai 7 
(bal.) F ree depreciation. 77 
(W-9) Accruals 
Accruals ` 31 
Less: Interest accrued - 2012 2011 
z a es 
(W-10) Pr 2 3i 
(W-10) Prepayments. 12 17, 
epayment ll 
Add: Prepayment not recorded aun r 
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CHAPTER-9 


a IAS 7: STATEMENT OF CASHFLOWS 


Cash Now indirect method p 
Cash flow from Operating Activitics 
Profit before tax 


(49,190 + 23,000) 72,190 
Adjustments for: 
Depreciation 


(Gain)/ loss on sale of fì 


30,000 

xed assets (W-6) (15,000) 

Interest expense 18,500 

Operating cash flow before ‘Working capital changes i 105,690 
Adjustment for working capital changes 


(Increase)/decrease in current assets 
(Increase)/decrease in inventories 


` 24,360 
(Increase)/decrease in trade receivables - (50,200) 
(Increase)/decrease in Prepayments - (15,500) 
Increase/(Decrease) in current liabilities : i 
Increase/(decrease) in trade payables 12,080 
Increase/(decrease) in accrued expenses 6,920 
Working capital changes (22,340) 
Cash generated from operations 83,350 
Less: 
Interest paid ` (W-3) (18,500) | 
Dividend paid i (27,000) 
Income tax paid -. (W-4) : (8,500) 
Net Cash from operating activities’ A. 29,350 
Cash flow from Investin Activities 
Purchase of fixed assets (W-5) ; 
Sale proceeds from disposal of fixed assets | 50,000 
Net cash from investing activities a B (166,750) . 
Cash flow from Financin Activities - 
Proceeds from issue of share capital . (220,000 - 160,000) + (15,000 - 0). 75,000 
Long term loan raised ` (W-2) 
Net cash from financial activities ` c l 123,500 
Net increase in cash and cash equivalents ` (A+B+C) f (13,900) 
Add: cash and cash equivalents at beginning of period (W-1) (42,600) 
Cash and cash equivalents at end of period (W-1) (56,500) 
WORKINGS - : . oT l 
(W-1) Cash and cash equivalents 2012 2011 
Bank overdraft 


56,500) 42,600 


(56,500) (42,600) 
(W-2) Dr. Loan account i 


Cr. 

, op. j - 86,500 

cl. 135,000 | Cash (raised) (bal.) 48,500 

(W-3) - Dr, Interest expense Cr. 
Cash (bal.) 18,500 | op. 
cl. -| PandL 


18,500 
s97 asss 7 


/ 
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STATEMENT OF CAS 
CUAPTER-9 IAS 7: STAT CASHFLOW. 


W-D Deo Income tax expense 19, 
Cash (bal.) 8,500 | op. aay 
cl, 62.750 | P and L 230m 

W De Plant and machinery at book value h 
re 180,800 | Depreciation 
Cash (additions) (bal.) 216,750 | Disposal - BV T 

cl. 332,554 


(W-6) Dr, Disposal account Cr, 
Non-current - BV S00 ee gl 
P/L (bal) 15,000 | Cash : 50,00) 
Answer-12 
Junaid Janjua Ltd. i 
Cash flow Statement 
for the year ended December 31, 2010 : 
Cash Now from Operating Activities 
Profit for the year (W-2) 
Adjustments for: 
Depreciation expense 
(Gain)/loss on sale of land . 
(Gain)/loss on sale of long term investments 
(Gain)/loss on sale of equipment 


Operating cash flow before working capital changes 
Adjustment for working capital changes ` 
(Increase)/decrease in current assets 


(Increase)/decrease in inventory (200,000-424,000) 
(Increase)/decrease in trade receivables (104,000-280,000) 
(Increase)/decrease in prepayments (43,000-38,000) 
Increase/(Decrease) in current liabilities 

Increase/(decrease) in tradé payables (158,000-263,000) 


Increase/(decrease) in expenses payables (40,000-24,000) 
Working capital changes . 
Cash generated from operations 


Less: 5 

Dividend paid 
Net Cash from operating activities A 
Cash flow from Investing Activities 
Purchase of building (W-5) 
Purchase of equipment ` (W-7) 
Sale proceeds from disposal of land (W-4) 
Sale proceeds from disposal of equipment (W-9) 
Purchase of long term investment (W-11) 
Sale proceeds of investment (W-12) 
Net cash from investing activities B : 


sai | Eien E 
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CHAPTER-9 


IAS 7: STATEMENT OF CASHFLOWS 


Cash flow from Financing Activities 
Capital introduced 


4 (2,482,000-1,518,000) ” 964,000 
Loan repaid (W-10) 175,000 
Net cash from financing activities C 789,000 


Net increase in cash and cash equivalents (A+B+C) 


113,000 

Add: cash and cash equivalents at beginning of period (W-1) (548,000) 
Cash and cash equivalents at end of period (W-1) ‘ (435,000). 
WORKINGS 
(W-1) Cash and cash equivalents f 2010 2009 __ 
Cash . 145,000 32,000 
Less: Short term loans a ` i (580,000) _(580,000) 

i . (435,000) _(548,000) 
(W-2) ; 
Dr. Retained earnings Cr. 
Dividend 1,432,000 | b/d 1,884,000 
(W-3) 
Dr 


(W-4) ` 


Dr. Land Disposal Account Cr. 
Land cost (W-3) < 690,000 | Accumulated depreciation = 
Pand L 64,000 | Cash (bal.) 754,000 
(W-5) i 
Dr. Building at Cost ' Cr. 
b/d 2,300,000 
Additional (bal.) - * 500,000 | c/d i 2,800,000 


(W-6) 
Dr. ` 


Accumulated depreciation-buildin 
b/d 
890,000 | Depreciation (bal.) 


Cr. 
720,000 
170,000 


c/d 
(W-7) 


Dr. l l Equipment at cost Cr. 

_ bd . 1,150,000 | Disposal (W-9) 105,000 
Additional (bal.) 155,000 | cid = 1,200,000 
(W-8) 

Dr. 


Accumulated depreciation-equipment 


` Cr. 
Disposals (bal.) i 30,000 | b/d 350,000 
c/d 380,000 | Depreciation 60,000 
(W-9) 
Dr. Equipment Disposal Account Cr. 


Cost [(W-8) 30,000 + 75,000] . 105,000 | Accumulated depreciation . 


30,000 
P-and L 15,000 
Cash (bal.) 60,000 
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(W-10) 

Dr. Long term loan ¢ 
Cash (bal) 175,000 | b/d 1,160,096 
c/d 985,000 

(W-11) 


Dr. 
QWV-12) Entry for disposal of investment 132,000 Cr, 


Cash (bal.) 
Pand L S 32,00 
Investment ; ; 100,00) 
(Entry for disposal of investment) 


(B)_Cash flow direct method 


Cash flows from Operating Activities 


Cash receipts from customers (W-I) 
Cash paid to suppliers (W-2) 
Cash paid for expenses a (W-4) 


Cash generated from operations 


Less: 

Dividend paid ' . (1,432,000) 
Net Cash from operating activities (817,000) 
WORKINGS 
(W-1) t a ; 
Dr. Trade receivables Cr, 
b/d ` 104,000 | Cash (bal.) s 9,104,000 
Sales ` 9,280,000 | c/d 3 280,000 
(W-2) f 
Dr. Trade Payables ‘ Cr. 
Cash (bal.) 6,528,000 | b/d 263,000 
c/d 158,000 | Inventory (W-3) 6,423,000 
W-3) C . 
oe ` -_ Invento å Cr. 
b/d ; 200,000 | Cost of sales 6,199,000 
Purchases (bal.) : 6,423,000 | c/d 424,000 
(W-4) l E 
Dr. Expenses ` Cr. 
b/d (prepaid) 43,000 | b/d (payable) 24 
Cash (bal.) 1,961,000 | P & L (634,000+ 1,348,000) . Part 
c/d f 40,000 | c/d 38,0 
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ER-9 : 
CHAPTE IAS 7: STATEMENT OF CASHFLOWS 


Answer-13 
Cash flow direct method 
Cash flow from Operating Activities Rs. 
Cash receipts from customers (W-1) 478,000 
Cash paid to suppliers (W-2) . (354,000) 
Cash paid for expenses (W-4) 72,000 
Cash generated from operations : 52,000 
Less: . 
Interest paid (21,000) 
Income tax paid i (W-3) (29,000) _ 
Net cash from operating activities 2,000 
WORKINGS 
(W-1) 
Dr. Debtor Account Cr, 
Sales 500,000 | c/d j 52,000 
(W-2) ; 
Dr. Trade Payables ` Cr. 
c/d 39,000 | Iùventory (W-2.1) 349,000 
(W-2.1) 
Dr. - Inventory Account : Cr. 
Purchases (balancing) ; 349,000 | c/d : 230,000 
(W-3) . i 
Dr. i . Income tax expense 7 Cr. 
Cash (bal.) 29,000 | b/d 4,000 
c/d E 5,000 | Pand L 30,000 
(W-4) 


Dr. d Prepaid expense Cr. 
b/d ` 16,000 | P and L (80,000 — 6,000) 74,000 
Cash (balancing) 72,000 | c/d . 14,000 
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CHAPTER-9 


Cash Now indirect method 
Cash flow from Operating Activities 


Profit before tax 

Adjustments for: 
Depreciation 
Interest expense 


(6,000 + 6,000) 


Operating cash flow before working capital changes 

Adjustment for working capital changes 

(Increase)/decrease in current assets 
(Increase)/decrease in inventories 
(Increase)/decrease in prepaid expenses 
(Increase)/decrease in trade receivables 

Increase/(Decrease) in current liabilities 
Increase/(decrease) in trade payables 

Working capital changes 

Cash generated from operations 

Less: 


Income tax paid (as in previous part) 
Net Cash from operating activities 
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IAS 7; STATEMENT OF CASHFLOW. 


(21,000) 


Interest paid (No opening closing payable so expense is equal to payment) (W-1) __ (29,000 


2,000 


J 


414-000-343 
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pTER-9 


CHA 


AS 7: STATEMENT OF CASHFLOWS 


ICAP |} 


p Al 
QUESTION-1 AST PAPER QUESTIONS 


The balance sheets of Fazal Din as at December 3 


1.2005 2 
í Particulars > and 2006 are as follows: 


2006 


Cash in hand Rs. Rs. 

Debtors - net 200,000 300,000 
stocks 450,000 500,000 
prepaid expenses 400,000 650,000 


100.000 50,000 


1,150,000 


Fixed assets 
Allowance for depreciation 


Total 


3 Particulars aS eee 
-s [2005 | 2006] 
Accrued expenses > 
Bank overdraft 


Capital 300,000 


Total 1,400,000 1,575,000 
Other information: | 2,225,000 | 2,975,000 


(i) Value of land included in fixed assets in 200 

i i xed 5 amounted to Rs, 45 

(i) oe a of land was acquired during the year from a idiye a t of Rs. 350 

(iti) r. Fazal Din withdrew Rs: 100,000 out of profits made during 2006 ni _ 


(iv) An equipment costing Rs. 100,00 i 
mabe i b _100,000 and having a book value of Rs. 40,000 was sold during the 


Required: 
A statement of cash flow for the y 


125,000 


ear ended December 31, 2006. (10) 


QUESTION-2 - {Spring 2007, Q #3} 


The comparative balance sheets of Mr. Moosani show the followin information: 


accounts 


= 
= 
E 
S] 
J 
O 
oO 
> 
5 
Q 
[e] 
c 
o 
J3 
= 
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CHAPTER-9 

Additional data re > isas fi s: s > time of disposal wa 

(i) ale aati E ig AY and was 40% depreciated at the time of disposal was Sold 

MO S. a, ba F s 

for Rs. 6.500 5 ait? 9000 wae nai 

z - 6.500. hich Rs. 12,000 was pg 

(i) Payments against long-term loans amounted to Rs. 22,000 of wl Paid by 
Mr. Moosani out of his personal account. Iy destroyed by a fire. Proceeds received from the 


(iii) On Januar 1. 2008, the furniture was complete 

insurance company amounted to Rs. 60,000. 
(iv) Investments were sold at Rs. 7,500 above their cost. a 
(v) Mr. Moosani withdraws Rs. 15,000 each month for his personal use. 


Required: i | 
Prepare a cash flow statement for the year ended December 31, 2008. ia k d 
UESTION-3 
1, 2009 and 2008 are as follows: 


The balance sheets of Sakhawat Hussain as at December 3 T2009 | __2008 
4750,000| 2,850,000] 
C E | _ 2,500,000 
9,750,000 | __ 9,600,000 
Accumulated depreciation 2,950,000) | (2.450,000)] 

14,150,000 | 12,500,000 


eg oc Se ee) 
Capital E | 10,000, 00 
P50, 000 


Other information for the year 2009 is as follows: 

(i) Investments costing Rs. 250,000 were sold for Rs. 320,000. 

(ii) Fully depreciated furniture costing Rs. 200,000 was written-off. 

Fixed assets costing Rs. 960,000 with a net book value of Rs. 160,000 were sold for Rs. 250,000, 


(iii) 
(iv) Sakhawat Hussain withdrew Rs. 1,200,000 from the profits of 2008 and 2009, 
(v) 20% of the opening and closing balances of current assets are represented by cash. 


Required: 
Prepare a statement of cash flow for the year ended December 31, 2009. (11) 
{Spring 2010, Q# 7} 


QUESTION-4 
al position and statement of 


Mr. Junaid Janjua has provided you the following statements of financi 
2009 


comprehensive income. 
Balance Sheet as on December 31, 2010 


Cash 
Accounts receivable 00 rm 
Long-term investments aia | a Nv 
Inventory _ 170,000. 
Prepaid insurance i ps 200,00. 
Office supplies _—_—_—_— ë O—ăC o -~~~ aaa el LS 
a a a 
Building nt 1810,000 | 2,500,000. 
Accumulated depreciation ———| 2,800,000 | "2,300,000. 
Equipment i =f- (890,000) | (720,000). 
Accumulated depreciation --|—_1,200,000 | 1,150,000. 
5 |- (350,000). 


5,429,000 


Total assets 
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CHAPTER-9 
IAS 7: STATEMENT OF CASHFLOWS 


Accounts payable 

Wages payable —— l 

Short-term loans __ nan 263,000 

Long-termloans ~~~ 24,000 

reat $80,000 
7,160,000 


3,402,000 


Total liabilities and equity 


5,647,000 


Income St: 
Statement for the year ended December 31, 2010 


Rs. 
9,280,000 


Cost of goods sold a 
(6,199,000) 


Sales revenue 


Gross margin 
3,081,000 


Operating expenses 


634,000 


Selling expenses 
Administrative expenses 
Depreciation expenses 1,348,000 
“230,000 
2,212,000 
869,000 


Income from operations 
Other revenues/expenses 
Gain on sale of land 

Gain on sale of long term investment 32,000 
Loss on sale of equipment 0 

15,000 

` 81,000 

950,000 


64,000 


Net income 


Notes: 

(a) Part of the long term loan amounting to Rs. 100,000 was paid by Mr. Junaid from his personal 
account. 

(b) Long term investments costing Rs. 100,000 were sold during the year. 

(c) Depreciation charged during the year on equipment amounted to Rs. 60,000. Equipment having a 
book value of Rs. 75,000 was sold during the year. 

(d) Drawings amounted to Rs. 568,000. 

(14) 


Required: 
Prepare a cash flow statement for the year ended December 31, 2010. 
i {Spring 2011, Q# 4} 


QUESTION-5 
The balance sheet of Amin Industries as at 31 Augus 


t 2011 is as follows: 
Rs. a aaa E 1S E E 
33.433,000 | 27,942,000 | Fixed assets — book value | 15,172,000 | 12,346,000 | 


Current liabilities |} | Current assets____ 
2,545,000 1616.000 | Investments >| qoio00| = | 
12,178,000 | 14,950,000 


Short term finance „545, 
3,457,000 2,850,000 
Trade debts — net of 6,732,000 4,887,000 


6,002,000 4,466,000 
provision for bad debts 
442,000 | 225,000 | 


24,263,000 | 20,062,000 


39,435,000 2,408,000 
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JAS 7: STATEMENT OF CASHFLow 


CHAPTER-9 $ 


Rs, 


The following 


l information is also available: 
Profit during the vear ended 31 August 2011 
Mr. Amin’s Withdrawals during the vear 
Accumulated depreciation on fixed assets — 31 August 2010 
Accumulated de reciation on fixed assets — 31 August 201] 
Provision for bad debts — 31 August 2010 : 
rov ision for bad debts — 3] August 2011 
During the year fixed assets costing Rs. 1,500,000 with a book va 
sold for Rs, 1.284.000. 
Required: j ; workin -A 

Prepare a cash flow statement for the year ended 31 August 2011. Show necessary a 208, on) 


QUESTION-6 


The following information has been gathered from the books of Rehan Brothers for the year ended June 

30. 2007: 

(i) A loss of Rs. 453,000 was sustained during the year. ‘ 

(ii) Repairs to building amounting to Rs. 50,000 were erroneously ae accumulated 
depreciation-building account. 

Gii) Depreciation for the year amounted to Rs. 163,000. si 

(iv) Current assets (net of provisions) and current liabilities increased by Rs. 70,000 and Rs. 90,009 
Tespectively, 

(v) A plot of land for which Rs. 390,000 had been paid was sold for Rs. 600,000. a, 

(vi) A lather machine costing Rs. 200,000 was sold for Rs. 50,000. It was bought six years back. 
Depreciation had been provided at the rate of 10% on straight-line basis assuming 20% scrap 
value. 

(vii) A fully depreciated office equipment costing Rs. 5,600 was written off. , 

(viii) An old computer costing Rs. 30,000 and book value of Rs. 10,000 was traded-in for a new 

machine costing Rs. 65,000 on payment of Rs. 50,000. 

Required: ‘ 

Cash flow statement for the year ended June 30, 2007. (09) 


{Autumn 2007, Q# 7} 
QUESTION-7 


A shopkeeper made a net profit of Rs. 256,800 for the year ended June 30, 2008 after charging 
depreciation of Rs. 17,500 and loss on disposal of furniture of Rs 6,800. The sale proceeds of the 
furniture were Rs. 12,000. 

During the year, the net book value of fixed assets decreased by Rs 7,400; debtors increased by 
Rs. 11,700, stocks decreased by Rs. 21,600 and creditors increased by Rs. 8,900. A long-term loan of 
Rs. 75,000 was repaid during the year and the shopkeeper withdrew Rs. 120,000 for his own use. 
Required: 

Prepare the cash flow statement for the year ended June 30, 2008.. (07) 


fAutumn 2008, Q# 5} 
QUESTION-8 


A summary of revenues and expenses of AB Enterprise for the year ended 30 June 2013 is given below: 


lue of Rs. 867,000 were 


| Sales 
Cost of goods manufactured and sold 

Gross profit 

Selling, general and administrative expenses 
Net income before income tax 

Income tax 
Net income 


2,345,000 
(1.624.000) 
721,000 


(509,000) 
212,000 


(90,000) 
122,000 
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CHAPTER-9 


Net changes in working capital items for the Car ended 30 June 2013 were as follows: 


Cr. 
Cash 

Trade receivables (net) 

Inventories 

Prepaid expenses (selling and general) 
Accrued expenses $ 
Income tax payable 

Trade payables 

Depreciation for the year amounted to Rs. 68,000 
„Required: „5 »900. 


Prepare a cash flow statement for the year ended 30 June 2013 


74,000 


6,000 


(07) 
QUESTION-9 {Autumn 2013, Q#7} 


Galaxy Brothers commenced their 
valued at Rs. 25 million and a mot 
Balance as of 31 December 2013: 


business on | 


s: January 2013 with cash of Rs. 50 million, a building 
or vehicle costi 


ng Rs. 1.4 million. Following is the summarised Trial 


Particulars | Debit _| Credit | 
Sal 
ales 


Cost of sales (including depreciation expense of Rs. 9 million) 


Operating and selling expenses (including depreciation expense of Rs. 6.25 million) 


Miscellaneous income (net of loss of Rs. 0.35 on settlement of total loss claim) 
Finance charges 


Taxation expense 

Cash and bank balances 
Bank overdraft 
Accounts receivable 
Provision for doubtful debts ` 
Closing inventory 

Accounts payable 

Interest payable 

Provision for taxation (net of payments) 
Partners' capital (net of cash withdrawals) 
12% Long term loan payable ; 
Property, plant and equipment 
Accumulated depreciation 


128.25 


Settlement of the insurance claim pertained to an accident of a new car costing Rs. 1.8 million and having 
a depreciation charge of Rs. 0.25 million for the period in use. ` 
Required: . 


Prepare a statement of cash flow for the year ended 31 December 2013. - (13) 
{Spring 2014, Q#7} 
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